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Harvard Law School said 
have addressed the first year 

class: “Take good look the man 
your right, and the man your 
left; next year one you won’t 
here.” Perhaps somewhat similar 
observation may made those who 
are gainfully employed any walk 
life. 

When the next depression comes 
sure escape from this modern eco- 
persons. military service, ad- 
vanced degrees can absolutely assure 
one job when factories are closing 
everywhere and industry general 
contracting its normal production and 
employment. 

The nineteenth century considered 
depression Medieval Europe looked 
upon the plague—as inevitable hu- 
man phenomenon, sad sure, but 
endured with heroic fortitude. 
seems unlikely that shall the 
future regard depression with the same 
tolerance that have showed the 
past. The reasons for this change 
front are not difficult find. does 
not make sense that men should rust 
idleness while people need and 
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want goods. have learned during 
the period war that possible 
employ practically our entire labor 
force and produce enough not only 
for ourselves but for our neighbors 
the United Nations. have observed 
fascist states and Soviet Russia obtain 
full employment their resources, 
both physical and human, although 
they did not succeed reaching our 
level productivity and their people 
sacrificed freedoms that highly 
prize for ourselves. 
leaders have talked long and loud 
the benefits prosperity and the dire 
threats collapse until the average 
citizen accepts the fact that depression 
may controlled. Finally human 
sentiments play effective role; the 
fear personal unemployment, hu- 
man concern for the welfare our 
friends and neighbors well the 
welfare the body politic, and the 
lest social and 
moral decay eat like canker the 
foundations our society. 

The question not whether are 
seek effective means combat de- 
pression with its consequent attend- 
ant evils. The only question 
whether are going adopt policies 


action after emergency here, 
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advance program action avert 
meet the crisis when arrives. 
Recent advances applied economics 
warrant moderately optimistic out- 
look: can much can but 
mobilize the national will. 

worthy aim any society because 
the moral and educational values 
work but not the chief aim the 
economic system. The basic aim 
economics the maximum production 
those goods and services that satis- 
human wants; and high level 
employment logically viewed 
means the achievement that end. 
Full employment by-product 
the desideratum the highest possi- 
ble level productivity. 

Modern economics therefore con- 
cerned with the fluctuations busi- 
ness activity, the “booms and busts” 
the present day. olden times be- 
fore the advent the industrial revo- 
lution there were periods famine 
and plenty. Indeed, according the 
biblical tale Jacob and his brethren, 
there were alternating 
periods plenty and scarcity; per- 
haps this may regarded one 
the earliest examples the business 
work. those days the num- 
ber marriages varied inversely with 
the price bread. Thousands died 
the result floods, drought, and 
pestilence. Every one what 
caused the disaster, but one thought 
worth while more than preach 
gospel resignation the divine 
will. 

Today different. know 
how produce abundance goods, 
yet are plagued with periodic de- 
pressions. Bread cheap depres- 
sion, but statistics marriages fol- 
low the course job opportunities 


rather than the cost living. Famine 
China can relieved cargoes 
wheat from the United States. People 
hungry not because can produce 
little but because seemingly can 
produce too much. Our the 
nineteen-thirties could surely called 
Alice Cotton was plowed 
under keep the price when fami- 
lies were without clothing. Pigs were 
killed off when poor families did with- 
out pork. Because had many 
workers able and willing work, 
laid them off and unemployment pre- 
vailed. one tried save and 
hoard, with the result that all got 
poorer and poorer. 

But that not all. the fullness 
time war came again. was the 
most destructive all wars. Yet in- 
stead depressing American business 
still further, war had just the oppo- 
site effect. Business boomed never 
before. Prices had held leash 
instead supported. Factory work- 
ers ate more meat than they had ever 
eaten before. How explain 
these phenomena? How 
account for depression and unem- 
ployment the midst prosperity 
and 

World War may have accom- 
plished little the solution the 
ship, human freedom bondage. 

did give Americans confidence 
their ability produce efficiently 
and abundantly. Only 
years intervened between V-J Day and 
the Korean police action. Yet was 
period high productivity. Our 
people built four million homes large- 
suburban areas. Automobiles 
and trucks, refrigerators, television 
sets, washing machines have been 
streaming off the assembly lines 


) 
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fantastic rate. Oil wells gushed 
keep the supply gasoline for the 
The boom was fed increased 
steel capacity from 100 million 
tons ten-year period, and six 
million tons more are promised 
1952. midyear the gross national 
product was running about 270 
billion dollars, and the national in- 
come about 225 billion. The Fed- 
eral Reserve Board’s index indus- 
trial production was peace-time 
figure nearly 200 (almost twice the 
figure for 1935-1939) and employment 
was about reach the old record 
July, 1948 61,600,000. Farms 
were feeling the effects the boom; 
wheat and corn filled the bins over- 
flowing and the United States kept 
other nations from getting hungry. 
Such figures these could multi- 
plied end end. They made Pro- 
fessor Irving Fisher’s prediction 
October, 1929, that the United States 
had reached permanently high pla- 
teau prosperity seem ridiculous, 
and the other prophets gloom and 
stagnation were likewise taking cover. 
The fact would seem that new 
norm activity has been established 
look for new base for measure- 
ment. Today the American economy 
would appear bigger, healthier, 
and more resourceful than ever, and 
with foresight and courage would 
seem able sustain this period 
prosperity, much the disappoint- 
ment the leaders the Kremlin. 
Modern economic science attempts 
these business activity. 
Prosperity and depression, price in- 
flation and deflation, are phenomena 
analyzed and explained. This 


cial science, and dealing does 
with human beings who refuse 
standardized, the economist can not 
physical sciences. can not control 
the factors that enter into the social 
experiment does the chemist. Like 
the astronomer must content 
largely observe the facts. However, 


while the results may not 


perfect, only the right trend cause 
and effect can determined, economic 
science may rightly claim have made 
progress. 

worth while intellectual disci- 
pline and cultural subject. 
just interesting know how banks 
make money, how inflation behaves, 
and how supply and demand help 
determine prices, says Samuelson, 
know the paths planets and 
the antics atoms. But far greater 
importance the hope that the objec- 
tive analysis economic phenomena 
will enable society devise means 
forestall the evil consequences its 
unregulated behaviour. 


matters most all. understand- 
assistance the problem control 
and improvement. How can the busi- 
ness cycle controlled? How can 
economic improvement brought 
about? How can standards living 
raised? true that economists 
not always agree the matter 
policy. One may favor full employ- 
ment any cost, another may not 
rank primary importance, while 
third may think that the problem 
will take care itself the immedi- 
ate future. But careful students 
are coming into much 
closer agreement fundamental ques- 


‘ 
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tions affecting national income and 
full employment and related problems. 

Nowhere can the large area 
agreement among economists 
ter observed than one the annual 
meetings the Midwest 
organized the winter 1933-193 
the campus North- 
western University. The writer has 
practically every annual 
meeting the association, and was 
president during the war years. The 
purpose the organization was 
bring together the economists the 


Association. was 


attended 


midwest states into group that was 
smaller than was possible the na- 
tional meeting. second policy 
the founders was keep the sessions 
the annual meetings informal 
basis and encourage maximum 
participation the part all mem- 
bers, particularly the younger mem- 


never limited its any 
way. The programs have contained 
topics broad interest and many 
them have had national and interna- 
tional import. 


This number made 
largely significant papers that 
were given the meeting the Mid- 
west Economics Association that was 
held Des Moines, Iowa, April 21, 
22, and 23, 1950. 
ered broad field economies, rang- 
ing from price theory and fiseal policy 
developments the field inter- 


The program cov- 


national labor, from analysis 
Keynesian economics the relations 
between government and the 
and postwar monetary problems, from 
the newer approach the teaching 
President Truman’s 
Point Four proposal. And—thrown 
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for good measure—and provide 
therapeutic the somewhat heavier 
diet the regular sessions—there 
the dinner address the inimitable 
John Ise, who never fails provoke 
riot laughter. 

Professors Salera and Latta offer 
stimulating suggestions implement 
the program President Truman 
give economic help underdeveloped 
countries. Salera all out for 
tariff revision, tax inducements 
stimulate private foreign investment, 
technical aid, and system 
ment-service stabilization payments” 
offset the unsettling effects 


goes 


our unstable economy other 
nations. Professor Latta favors 


modest, small-money program” and 
the encouragement better trade 
arrangements with the poorer coun- 
tries. 

Wherever economists meet today 
conversation easily turns the genius 
Keynes and his ideas expounded 
his General Theory. Professor Hayes, 
penetrating article, points out the 
heart Keynesian doctrine, and then 
elaborates one Keyne’s 
ings his lack historical 
perspective. Keynes, says, was 
Keynes’ influence the field 
policy. disagrees with the thesis 
that large national debt, provided 
the bonds are owned wholly within the 
Brown sees the logical from 
the Keynesian dilemma policy 
land value taxation,” 
ferred single tax land values. 

Professor Gordon well known 
the field consumer economics. The 
past year witnessed great “flood” 
textbooks elementary 
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Impressed the fact that many col- 
leges half the students are women, 
whose future economic interest will 
center about the management 
home, and that many the men stu- 
dents will enter profession rather 
than business, Professor Gordon feels 
that the common denominator back- 
ground for all beginning students 
economics that they are consumers. 
Hence, consumer approach the 
teaching the fundamental principles 

Mr. Koontz businessman, the 
director commercial sales Con- 
vair (Consolidated Vultee 
Corporation). wonders the 
trend toward government controlled 
economy may not mean the fullfillment 
Hayek’s warning—the loss poli- 
tical and economic freedom. hopes 
that the pendulum history will 
swing back toward freedom from the 
“governmental shackles” our wel- 
fare state. 

Dr. Peterson erstwhile college 
professor who present research 
director the Federal Reserve Bank 
Minneapolis. reviews the his- 
tory the Federal Reserve activities 
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and presents thoughtful analysis 
postwar Federal Reserve policy. The 
record indicates, says, great need 
for coordinated monetary and fiscal 
policy for the future, order main- 
tain economic stability our demo- 
cratic free-enterprise system. 

Among the problems with which the 
economist concerned few are 
greater interest than the role labor 
the economy. Professor Chalmers 
describes the activities labor the 
international field (the ILO) and then 
analyzes the significance this move- 
ment economists and all citizens 
democratic nations. 

John Ise the Stephen Leacock 
American economists. Once before 
brightened the pages Postwar 
Problems number Education 
article The Menace Commun- 
But, humorous is, make mis- 
take about it, the theme not without 
point. 

This, then, the menu the pres- 
ent Economics number. con- 
tributor fait the field that 
represents, The guest editor humbly 
bows. May Clio gracious! 


See Volume 67, No. October, 1946. 
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Point Four: Modest Program’ 


MAURICE LATTA 
The University Nebraska 


NITED States policy the cold 
war position like that 
the performer tight rope 

who must maintain delicate balance 
while goes forward and for whom 
disastrous lean too far left 
lean too far the other side. 
That this true policy general 
will readily admitted, but not 
readily apparent that equally 
true that element policy known 
“Point Four.” 

first thought Point Four seems 
present nothing but advantages, and 
the only likely concern might appear 
the fear lest our action here, 
this “bold new program,” may “too 
little and too late.” But soon 
begin examine the societies the 
underdeveloped countries and the past 
experience with economic development 
becomes evident that there just 
surely danger that may too 
soon with too much that may 
too late with too little. The result 
either excess may the thing 
most fear, that for the sake averting 
which have ventured upon the tight 
* 


rope, viz. the plunge into communism. 

For economic development not 
matter gadgets alone; entails far- 
reaching and often disruptive changes 
the inner structure, the social rela- 
tions, and the mores the people un- 
dergoing development.' accurate 
refer the transformation wrought 
our contemporary techniques the 
Revolution,” 
ment which indeed raised living stand- 
ards but did the accompaniment 
demoralization with whose effects 
ourselves are still attempting 
This true not only the 
motherlands capitalist industrial- 
ism—England and the United States 
—but also the countries whom 
the machine technology was exported 
more recently. Thurnwald® 
has written, there are the bot- 
tom the same predicaments among the 
exotic peoples today there were 
among decades centuries ago. 
The new technical devices, the new 
knowledge, the new forms wealth 
and power enhanced the social mobil- 
ity, migration individuals, rise 


The content this article was contained paper given the annual meeting 


the Midwest Economics Association Des Moines, April 21, 1950. 
Bert Hoselitz, “The Economics Under-developed Countries,” and Virgil 


Salera, “The Significance the Point Four Program for the United States,” papers 
read the meeting the Midwest Economics Association, Des Moines, Iowa, April 
21, 1950. The paper Hoselitz published Entrepreneurial 
History (Harvard University Press: Cambridge, Mass., 1950), but confirmation pub- 
lication had not been secured when this paper was prepared. his paper Professor 
Salera treated Point Four has been popularly construed, and has been 
treated this discussion, program technical assistance pointing toward and 
implying foreign investment large scale. 

See, only one example, Ferinand Lundberg and Marynia Farnham, Modern 
Woman: The Lost (Harper and Brothers: New York, 1947). 

Black and White Africa (1935), quoted Karl Polanyi, The Great 
Transformation (New York, 1944), 159. 
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and fall families, differentiation 
groups, new forms leadership, new 
models life, different valuations.” 

Historically, modern revolutionary 
socialism came, both philosophy 
and political movement, out 
societies that were undergoing rapid 
“development.” This “de- 
velopment” Marx regarded 
essential stage the process 
social transformation 
ism through capitalism socialism. 
Later expositors Marx emphasized 
the danger, capitalism, the “de- 
velopment” backward countries 
foreign capital. Thus Rudolf Hil- 
ferding wrote, 1910:* 

the newly opened countries 
themselves the capitalism imported in- 
them intensifies contradictions and 
excites the constantly growing resist- 
ance against the intruders the 
peoples who are awakening national 
consciousness. can 
easily become transformed into danger- 
ous measures directed against foreign 
The old social relations be- 
come completely revolutionized. The 
age-long agrarian incrustation ‘na- 
tions without history’ blasted away 
and they are drawn into the capitalist 
whirlpool. Capitalism itself gradual- 
procures for the vanquished the 
means and resources for their emanci- 
pation.” 

Lenin turn proclaimed the com- 
munist opportunity which the “im- 
perialist” development backward 
nations was providing, and the com- 
munist conquest China marks the 
realization Stalin and company 


Das Finanzkapital (Vienna, 1910), 


upon this opportunity. While 
means the whole story, the demoral- 
ization the old Chinese society 
contact with the West and consequent 
industrialization provided one the 
major elements contributing the 
communist victory.5 Experience thus 
supports the Marxist-Leninist doctrine 
that economic development according 
the pattern accidental capitalism 
highly dangerous the capitalism 
and favorable the triumph revo- 
lutionary socialism (communism). 


Communism, far, have con- 
sidered idea, credo, which, like 
capitalism any other “ism” one can 
neither shoot nor bribe. The naive 
idea that the poor who turn com- 
munist, that the well-to-do will not, 
need not spend time rebut. 
Communism know today, how- 
ever, more than mere set ideas; 
political movement whose suc- 
cess and promising future have 
attracted many men “on the 
make,” working for political domina- 
tion with the most effective political 
tactic, the that has been 
seen centuries. people’s culture 
may intact, yet they may fall vic- 
tims communism unless they have 
bulwark effective and courageous 
examine another phase the hopes 
animating the Point Four program. 
Granted that development 
alone will not immunize people 
against the virus communism, may 
not that development provide the re- 
sources and the motivation for self- 
defense 


406, quoted Lenin, Imperialism 


(International Publishers: New York, 1939), 121. 

Jack Belden, China Shakes the World (Harper and Brothers: New York, 1949) 
Grover Clark, The Great Wall Crumbles (Macmillan: New York, 1935). 

coined word, referring the combination agitation and propaganda 
the tactics the Communist party. William Nelson, ed., Out the Crocodile’s Mouth 
(Public Affairs Press: Washington, 1949), 
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answer this question one must 
investigate the reasons for people’s 
remaining poor and “underdeveloped” 
this age. The philosophy the 
Point Four program rests upon the 
premise that poverty abroad the re- 
sult ignorance and lack capital. 
(If construe capital include the 
social heritage productive skills, 
may save verbiage using, hence- 
forth, the word capital describe both 
factors.) may assume with safety 
that people will choose poverty vol- 
They remain poor because 
certain limiting one 
which the lack capital. that 
removed there will come, 
pointed out above, certain social 
stresses, necessary change old 
mores (demoralization), and refor- 
mation, historical crisis such 
bred socialism initially and can ex- 
pected favor communism today. 
That hazard might run successfully, 
economic development removes the 
poverty. 

The limit imposed inadequate 
capital, that imposed anti- 
quated social order, are not the only 
limits. “Malthusian” limit, really 
the social order, needs 
also recognized. Poverty will 
not relieved any imaginable 
technical development such coun- 
try India, for example, long 
the mores the people are such that 
population increase keeps pace with 
expanding productivity that the net 
result development simply more 
people living precariously the mar- 
gin subsistence. 

has already been recognized that 


Melvin Moses Knight, “Water and 


many the under-developed countries 
are “Malthusian” countries, which 
capital development must run doubt- 
ful race against human procreative 
power. should also recognized 
that many them are poor because 
the inherent limits their land re- 
sources, that they are “Ricardian” 
countries whose people are poor be- 
their land poor. Most the 
humid come under the head 
countries and 
these areas, take only one example, 
soils are generally poor and subject 
very great hazards, which erosion, 
leaching, and laterization are the most 
prominent. other regions, aridity, 
rugged topography, special health 
problems such those presented 
the presence the tsetse fly, offer chal- 
lenges human develop- 
ment. These lands are marginal, 
not submarginal, and the utilization 
such lands, Ricardo has taught us, 
ean only effected low returns 
labor and 

summarize complex economic 
argument phrase, many, not 
most, the underdeveloped countries 
the world today are lands “high 
evitable low per capita returns labor 
and limited opportunities 
able capital investment. This means 


enviromental 


that they have also low eapacity 
support domestic capital formation 
(the very poor cannot save) and gov- 
ernment capable maintaining the 
costly apparatus national defense. 
Even developed economically and 
with their social orders reorganized, 
such countries could not defend them- 


the course empire North Africa,” 


Quarterly Journal Economics, Vol. (November, 1928), pp. 44-93. 
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selves the modern world (witness 

are keep such lands out 
Russian hands, not dollars and 
technicians that will accomplish that 
feat but military force either used 
used. But this the President 
has indicated making the program 
for technical assistance Point Four. 
That is, but part balanced 
foreign program, which support for 
collective security through the United 
Nations, general program for world 
recovery, and support for “freedom- 
loving” nations against the dangers 
aggression from the other elements. 
this balanced program, very 
important keep Point Four 
modest basis. moderate, care- 
fully-planned program for develop- 
ment projected, backward coun- 
try can absorb capital gradually with- 
out the social distortions that will 
make easy prey communist agita- 
tion. And modest program, such 
clearly envisaged the State De- 
partment its plans, will avoid waste 
our resources attempting de- 
velop sterile land resources. Point 
Four not planned nor should 
allowed become big money 
program. 

For there are certain other consid- 
erations than the state techniques 
and the stock capital that should 
urged with regard the “backward” 
erally that international trade they 
are producers and sellers primary 
products. Much their poverty and 
current lack development can 


traced the historic fact that for the 
last two generations, least, the terms 
trade have set steadily against them 
that they have had provide more 
and more their goods for less and 
less the finished goods seeured from 
the “developed” countries the 

Extensive economic development for 
such countries today certain in- 
clude attempts industrialization but 
such program, urged now and sup- 
ments, would increase the output 
primary products, inflate American 
prices while the investment program 
was going on, and aggravate the ad- 
verse set the terms trade while 
burdening the countries 
with heavy future debt service charges. 
Since infant industries could hardly 
develop without tariff protection 
easy see that the effect exten- 
sive “development” program would 
aggravation economic national- 
ism. This would lead ultimately 
contracted markets for American ex- 
ports and embittered debtor animosi- 
ties toward “Uncle Shylock” which 
would leave friendless where 
had hoped for allies. 

Why not, under 
stances, direct attempt aid these 
underdeveloped countries sincere 
effort improve the terms trade 
for them? Only few suggestions 
may made here and comprehen- 
sive program cannot laid out. One 
that the United States government, 
buying for stock piles, plan its buy- 
ing stabilize and generally im- 
prove the prices the commodities 


Recognized Dominion, the people voluntarily relinquished their Dominion 
status during the depression because unable sustain the costs government. They 
have more recently accepted union with Canada when the British government was 
unwilling longer support the cost Newfoundland government. Perhaps the out- 
standing characteristic Newfoundland the comparative sterility the land. 

Singer, “Economic progress underdeveloped countries,” Social Research, 


Vol. No. (March, 1949), 10. 
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rather than use its market influence 
depress prices. This would have the 
best effect abroad with commodities 
such cacao, palm nuts, and natural 
rubber which are large part the 
products “native” farms, that 
good prices would mean better incomes 
for the poor. 

Another suggestion that the tech- 
nical missions under Point Four in- 
clude market experts assist and 
guide the development more 
cient marketing practices, which again 
would redound the benefit 
“native” producers through the reduc- 
tion middlemen’s margins and the 
increase net returns primary pro- 
ducers. 

far the needs our foreign 
policy are concerned, would seem 
that array “underde- 
veloped,” i.e., non-industrialized, coun- 
tries whose people are well-paid and 
satisfied suppliers and customers 
the United States would 
allies against totalitarianism than the 
same countries equipped with competi- 
tive but high-cost industries whose 
establishment has disrupted their so- 
cial fabric and whose first cost still 
met the form heavy out- 
payments the creditor United 
States. 

“Underdevelopement,” need 
emphasized, relative term. The 
rice lands Southeast Asia have been 
develop agriculture within the limits 
the native Further “de- 
velopment,” along the lines the 
Occidental will shatter the 
native culture and may—for the land 
provides limit its own—fail 
relieve the poverty. But these lands 
have possibilities specialized de- 
velopment suppliers primary pro- 
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ducts, prospects which might real- 
ized without either elaborate tech- 
nical develoment violence done 
their native societies. those sup- 
plies primary products can 
marketed good prices, relative the 
prices finished goods, that itself 
will provide considerable relief for 
poverty. 

And, consideration, the 
United States needs, for its own con- 
tinued “development,” expanding 
supply primary products which 
longer secure adequate 
volume reasonable cost within 
our own boundaries. Our develop- 
ment, other words, approaching 
limits set the natural resource base, 
limits which must evade imports 
transcend technological advance 
are continue expanding our 
people’s income. are, for instance, 
already upon net import basis 
petroleum and our iron ore imports 
are climbing. 1949 imported 
record volume iron ore, per cent 
more than the preceding year, and 
that before any the great ore dis- 
coveries Venezuela and Labrador 
are 

sum up: the Point Four program 
will fulfill its intended purposes only 
program. grandiose program 
heavy investment “underdeveloped” 
countries can expected improve 
communist chances such countries, 
where the investments are not them- 
selves wasted inferior land. bet- 
ter program would that which 
aimed promoting trading yields for 
these underdeveloped 
their present roles primary pro- 
ducers. Such program would also 


fit the future needs the United 
States better. 


iron ore imports see The Wall Street Journal (April 11, 1950). 
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Let’s Bold About Point Four’ 


VIRGIL SALERA 
San Jose (California) State College 


OINT Four the average person 
underdeveloped country 
means more and better food, the 

lifting health standards, improved 
transportation, sanitation facilities, 
and growth basic industries that 
are suited the economy his nation. 
These are ideas that the average per- 
son can readily grasp. They are 
things which can legitimately 
aspire. Helping him realize them, 
process which harnesses resources 
and techniques that all the world 
knows possess unusual degree, 
unrivaled way bringing him 
over our side, our benefit ma- 
terially well his. President 
Truman’s Point Four program pre- 
cisely what needed this juncture 
man’s struggle for peace and eco- 
nomic betterment. 

absolutely essential that de- 
vise system, preferably one that 
works least semi-automatically 
the basis rules laid down advance, 
that does two things far interna- 
tional investment concerned. First, 
must frankly stress that interna- 
tional investment should rewarded 
more liberally than less risky 
investment. Second, must 
devised that the ordinary man abroad 
will impressed with elements that 
make for long-term growth produc- 
tion, trade, and well-being well 
with its built-in stability features. 

must encourage large-scale pri- 


vate investment partly because ours 
private enterprise economy 
mainly because neither nor the 
underdeveloped peoples have any 
reason for confidently expecting 
large and stable volume long-term 
lending 
ment basis. The yearly haggling over 
ECA grants, and the uncertainty that 
goes with the protracted congressional 
processes legislation, surely illus- 
trate anew that cannot count 
government lending provide the 
basis for confident expectations the 
part the underdeveloped peoples. 

proceed brief explanation 
bold program for aiding the de- 
velopment underdeveloped areas not 
under Soviet domination. 

First, seems necessary commit 
ourselves commercial policy that 
genuinely consistent with our credi- 
tor status. This old story, 
course. But nevertheless neces- 
sary emphasize that Point Four 
easily founder the rocks un- 
satisfactory United States import 
policy. This not say that the 
trade agreements program not 
ried the right direction. 
have made real progress, especially 
since 1947. But 
stances our duty reductions have only 
eliminated unnecessary 
There are still far too many cases, for 
example, where imports are dutiable 
rates ranging upward from per 


Based part paper, “What Point Four Means the United States,” read 
before the Midwest Economics Association, Des Moines, April 21, 1950. 
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cent. Moreover, numerous low tariff 
rates lead precarious existence under 
“escape clauses” our trade agree- 
ments. 

The policy requirements 
bold development program call 
for strong action. suggested that 
Congress empower the President 
reduce our tariffs unilaterally ceil- 
ing per cent valorem within 
period two years. should con- 
tinue negotiations reduce duties 
reciprocally, the usual basis, the 
case commodities whose duties are 
not cut unilaterally. The escape 
clauses, under which 
high duties reduce import quotas 
(as have already done several 
cases) whenever relatively increased 
dustry, should eliminated; and 
their place should substitute some 
type retraining program, fit dis- 
placed labor for jobs comparatively 
unsheltered industry—more less 
Mr. Hoffman, the ECA Administra- 
tor, has suggested. The improved 
allocation domestie resources that 
would stem from 
reduction and job-retraining approach 
would result inealeulable long-term 
gains for the economy whole. 
should not under 
however, about the getting 
congressional approval the commer- 
cial policy here recommended. 


natural concomitant sensible 
import policy the need terminate 
export subsidization. The people 
the underdeveloped world whom 
are trying win over our side find 
hard reconcile our opposition 
the foreign subsidization goods 
that become our imports with the 
espousal subsidies when our exports 
are involved. should commit our- 


selves refrain from export subsidiza- 
tion, except small extent ship- 
ping. 

Tax inducements are the second 
part our suggested Point Four pro- 
gram. The National Advisory Coun- 
cil recently recommended Congress 
that remove tax deterrents pri- 
vate foreign investment. The NAC 
recommendations included liberalized 
foreign tax credits respecting profits 
and losses realized different coun- 
tries American firms, foreign taxes 
paid foreign subsidiaries Ameri- 
can companies, and foreign estate 
taxes, and lower taxes income 
cians and the like. The liberalization 
tax treatment such cases should 
prove beneficial. 

shall also argue that should 
our policy encourage portfolio in- 
vestments (bond financing) rather 
than direct investments (investments 
plants subsidiaries American 
companies). Put little differently, 
should encourage portfolio invest- 
ments but should not anything 
positive way discourage direct in- 
vestments. 

This unconventional view 
the matter, course. There are two 
reasons for advancing it. First, 
the cost developmental program 
the underdeveloped peoples likely 
considerably lower, because 
direct investments typically yield 
much higher return 
investments. One has but check the 
the yields from United 
States foreign investments see what 
involved. sure, the direct in- 
vestments carry with them valuable 
“know-how.” submit, however, that 
will cheaper for the underdevel- 
oped peoples buy such know-how 
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the market place; and should pro- 
vide assistance them getting 
access this technical knowledge. 
Second, investments the portfolio 
type are likely result the forma- 
tion numerous native companies, 
thus giving unmistakable emphasis 
growth from within. United States 
financial assistance connection with 
the development soundly conceived 
native concerns one way, short, 
strengthen the impressions the 
minds native peoples that are 
There reason why existing direct 
investments should not continue re- 
turn good yields, nor why should 
not witness growth the absolute 
volume our foreign direct invest- 


encourage greater private invest- 


ment the portfolio type, might 
tax interest income such new 


foreign investments at, say, 
fourths the tax otherwise applica- 


ble the taxpayer. 
served that the special tax treatment 
one way raising effective yields 
foreign investment without chang- 
ing the general level prevailing 
(institutionalized) interest rates 
long-term investment, 

Governmental guarantees against 
the “risks peculiar international 
investment” are generally felt 
necessary elements Point Four 
The risks question are 
mainly those currency inconverti- 
bility and expropriation. Without 
questioning the seriousness incon- 
vertibility currencies, good case 
can made against dealing with the 
problem way government 
guarantee. The essential matter 
that such guarantee not simple 
thing. confine new invest- 


will ob-. 
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ments would against 
investors existing enterprises. And 
include all investments might 
necessitate very large Treasury dis- 
bursements, many investors who 
have already been well rewarded 
past earnings. 

word about the risks ex- 
These too are very 
real. extremely doubtful, how- 
ever, whether government guarantees 
against them would much stimu- 
late private foreign investments. The 
trouble that expropriation diffi- 
define hard and fast way. 
follows that the implementation 
such guarantee likely involve 
great deal wrangling between gov- 
ernments, But what expropriation 
defined specific terms? 
seizure plants and nationalization 
without compensation. These are 
rather definite acts. That the diffi- 
culty—the definition too specific! 
very unlikely that under- 
developed nation bent expropriat- 
ing would naive carry out 
anything but subtle 
form confiscation. 

turn next the field techni- 
cal assistance, such fields agricul- 
ture, health, and education. Congress 
seems proceeding with undue 
caution taking action this vital 
front. The first year’s appropriation 
$35 million modest sum. And 
Secretary Acheson felt necessary 
assure Congress that shall not 
quest expenditures “large size” 
connection with technical aid under- 
developed areas. Moreover, the Ad- 
ministration’s approach refer 
this program one that will run for 
long time without setting the 
context definite period and ex- 
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penditure pattern that will fire the 
imagination peoples backward 
areas. 

Perhaps should commit ourselves 
spend technical aid sum com- 
parable the first year’s expenditure 
under the Marshall Plan. Thus, 
could announce the underdeveloped 
world that will bind ourselves 
spend $200 million yearly for years 
technical aid. Our announcement 
could say that the aid will distri- 
buted the basis relative merit. 
would necessary define rela- 
tive merit; for example, might 
defined include non-discrimination 
against investments, take 
account the ratio domestic 
financing long-term capital 
resources, and the relative contribu- 
tion being made toward furthering 
world-wide system multilateral 
settlements trade and toward devis- 
ing equitable system taxation 
home. This part Point Four could 
carried out largely close 
tion with specialized agencies the 
United States. 

The next feature bold Point 
Four program the heart our pro- 
posal. must make 
attack problem that makes 
vulnerable abroad—in the eyes 
people underdeveloped areas well 
the advanced democratic nations. 
refer the instability the Ameri- 
can economy. This device proposed 
below designed assure that under- 
developed peoples—and indirectly the 
rest the trading world—that 
shall much not most the 
instability resulting from the behavior 
our national economy. 

not only counter the Soviets 
issue that powerful factor their 
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ideological attacks but can also 
provide the basis for ensuring en- 
vironment which can expect (1) 
large-scale and relatively stable foreign 
investments our own people, and 
(2) visible improvement the ma- 
terial status people the under- 
developed nations. 

new type investment agree- 
ment should used implement this 
part Point Four. Such agreements 
could drawn either bilateral 
basis between our government and the 
country multilateral basis, say, 
through the machinery the United 
Nations. 

The agreements might contain pro- 
visions with respect public invest- 
ment projects. seems that these 
should subject some considera- 
tion along international lines, only 
because such projects could devel- 
oped too ambitious seale, given 
available capital resources and borrow- 
ing capacity, and thus they could inter- 
fere with balanced program eco- 
that such projects selected solely 
the underdeveloped government, but 
that this government and newly con- 
stituted (Point Four) section our 
Embassy, working 
with technical specialists, should 
jointly determine project priorities. 
Such decisions should made solely 
economic grounds. New private 
investments probably should exempt 
from such consideration, the ground 
that standard economic tests apply 
the private field. 

The major part our proposal 
novel. this part which de- 
signed offset the unsettling eco- 
nomic effects underdeveloped na- 
tions (and others well) that re- 
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sult from instability originating the 
United States. suggested that 
establish system “investment- 
service stabilization payments.” 
should pledge ourselves make 
payments signatory underdeveloped 
governments whenever our economy 
source world imbalance. 
would source imbalance under 
two general first, when 
our economy condition de- 
pression; and second, whenever the 
account surplus our inter- 
national payments un- 
matched current international lend- 
ing long-term account. 
cases our economic behavior the 
source drains the monetary re- 
serves other countries. both 
the behavior our economy in- 
creases unexpected and unpre- 
dictable way the difficulty which un- 
derdeveloped nations have honoring 
their financial obligations our in- 
vestors. 

essential that the investment- 
service payments which make 
freely spendable any part the 
world the the recipi- 
ent country. Such condition 
necessary take seriously our ob- 
jective multilateral trading world, 
and our wish aid Western Europe’s 
economic recovery. proposed 
that the investment-service payments 
made the following basis: 200 
per cent the dollar interest due 
the total outstanding dollar indebt- 
edness the portfolio type the first 


year United States “imbalance,” 
150 per cent the second year, 100 
per cent the third year, and 
per cent the fourth and succeeding 
years. making the payments 
liberal basis terms interest 
obligations due, stress the import- 
ance portfolio investments and 
the same time provide financial 
leeway take care some part 
the transfer dividends United 
States direct investments. means 
insure the underdeveloped areas the 
world against most the usual diffi- 
culties that stem from periodic imbal- 
ance originating the United States. 

There would have safeguards, 
course. Thus, the event that 
signatory underdeveloped country in- 
creases its monetary and gold reserves 
while receipt “investment-service 
stabilization payments,” would 
required refund the United 
States Treasury any such receipts 
the amount the current increase 
its monetary and gold reserves. 
Signatory governments should also 
made forfeit the right such funds 
the extent that they were default 
obligations due United States 
which the United States economy 
not depressed such investment-service 
payments would limited the 
amount which the current account 
surplus our international balance 
payments exceeded our current 
long-term lending. 
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Consumer Approach 
Elementary Economics’ 


LELAND GORDON 


Denison University 


HAT economics dynamic 

subject has been emphasized 

our discussion this table this 
morning. Instructors are always look- 
ing for the ideal text. Ever since the 
day started teach Henry Clay’s 
for the General 
the University Pennsylvania 
1922 too have been searching for the 
perfect text. suppose the only solu- 
tion would for each teacher 
write his own book! But even then 
would find used that with- 
year would planning exten- 
sive changes which would like 
incorporate the second edition. 

This constant search for new and 
improved methods teaching our sub- 
ject good. Not all change repre- 
sents improvement but certainly much 
the work done economists re- 
cent years has made possible for 
many teachers better job 
introducing college students the 
fascinating field 

This year may long remembered 
the the great flood in- 
troductory text economics. Each 
one these new books incorporates 
one more new methods for teaching 
assignment this morn- 
ing the consumer 
approach elementary economics. 

1942 Dension University under- 


took study its curriculum. For 
two years the entire faculty worked 
together rethinking the total pro- 
gram. the many conclusions 
reached was that there was real need 
for plan general education during 
the first two years. One the basic 
courses included the new plan 
called Principles Economies and 
Sociology. 

planning that course became increas- 
ingly impressed with the fact that 
very small percentage the 250 
sophomores who are going re- 
quired take the new course would 
ever engage business enterprise. 
Approximately half the students 
would women most whose pri- 
mary activities will center 
around the management family. 
About one-fourth the men will 
preprofessional students will 
spend their lives doctors, lawyers, 
teachers, and preachers. the 
maining per cent who will engage 
some form business not many 
will ever reach the policy making level 
engage marginal analysis. Yet 
many the texts treat the subject 
ducer point view. 

The development the national in- 
come approach recent years de- 


The content this article was contained round-table discussion the 
teaching Economics the annual meeting the Midwest Association 


Des Moines, April 22, 1950. 
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cided improvement but 
pedagogical point view has the 
deficiency plunging students into 
material which strange and far re- 
moved from their 

The one which com- 
mon all beginning students 
nomics that they are consumers. 
They have all participated family 
life and have all been introduced 
the American society and the 
American economy, through such com- 
mon institutions the family, the 
church, the school and local 
government. Their first and most fre- 
quent contact with the economy has 
been way the retail store. Tak- 
ing this fact point departure, 
the plan organization which has 
been devised start with brief 
analysis individual wants. 
This followed analysis the 
functions families which 
are considered the basic consuming 
unit the economy, the counterpart 
the business firm the production 
side. The next step take the 
family budget and bring life 
explaining and analyzing the organiza- 
tion the American economy 
operates provide food, shelter, cloth- 
ing and all the other items typi- 
family budget. Under this plan 
principles are introduced functionally 
the individual moves from the re- 
tail store the wholesale store and 
from there the processing com- 
modities and finally the extraction 
raw materials. every case the 
student starts with experience with 
which familiar and then moves 
the less familiar. 


One the things which has always 
bothered both student and 
teacher has been the concentration 
authors the pricing 


marily the wholesale the pro- 
cessing level. one ever explained 
for how the prices groceries are 
determined retail store; why the 
rental for house $50 month, 
how the price suit clothes 
set retail store. using con- 
sumer approach possible for 
student reader follow the pricing 
processes from the retail the whole- 
sale the processing and finally 
the extraction level. 


approach the princi- 
ples economics has the additional 
advantage including explanation 
and analysis important sectors 
the economy which are ignored 
many consumer 
point view the purchase shelter 
the second most important item 
the budget. The production and sale 
shelter ‘constitutes significant in- 
dustry the economy, analysis 
duction economics. using the 
consumer approach not necessary 
rely upon hypothetical data illus- 
trations; the interests and experiences 
consumers provide abundance 
material which draw. exam- 
ining the operation household 
possible include logically and 
functionally analysis the process- 
ing and marketing furniture, furn- 
ishings, appliances, fuel, electricity, 
and water. The various industries 
supplying those commodities offer 
illustrations 
ranging from cutthroat competition 
monopoly. The automobile in- 
dustry one the largest the 
economy and provides 
opportunity for explaining intro- 
students certain features 
its operation. Using the consumer 
approach the reader begins going 
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retail automobile store. The pric- 
ing automobiles analyzed the 
retail and the processing levels 
the marketing, processing and pricing 
gasoline and tires. Although ex- 
penditures for medical care rank 
the sixth largest industry 
United States, and the press filled 
with discussions proposed medical 
care plans, most textbooks eco- 
ignore this important industry. 
From consumer point view 
interesting and enlightening ex- 
amine the demand for and the supply 
medical care and the way which 
prices are determined. Another big 
business which almost completely 
overlooked that leisure and recre- 
ation. Radio and movies are import- 
ant our economy and using the 
consumer approach analysis 
them properly included intro- 
duction economics. Free public 
education American institution, 
the which very far 
reaching. The free 
municipal and state universities, are 
illustrations enterprise func- 
tioning together with various degrees 
private enterprise mixed 
economy. 

studying the system 
from consumer point view the 


methods pricing government 
ices assume new interest. The student 
introduced first the function 
local government, then those the 
state, and finally those the federal 
government, each level the main 
methods financing are analyzed. 

Wages, interest, rent, and profits are 
considered income individuals 
and families and analyzed from that 
point view. 

Likewise cycles economic activity, 
the fluctuating value money, and 
the inequalities income are pre- 
sented from consumer viewpoint. 


consumer approach economics 
logical and suitable for all students. 
Our experience Denison with this 
approach has been that one which 
captures student interest regardless 
vocational plans. This approach 
economics can used preparation 
for more intensive study princi- 
ples the intermediate level. For 
the many students who take only one 
course economics consumer 
approach can certainly provide the 
basis for better understanding 
many economic issues which they 
citizens will expected take 
position. 
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National Debt, Taxes 


and 


HARRY GUNNISON BROWN 


University Missouri 


ROBABLY most readers this 
article, and particularly those 
who keep touch with so-called 

“liberal” thought, have either heard 
seen the statement that large na- 
tional debt, provided the bonds are 
owned wholly within the country, 
burden all, and that nothing 
worry about, matter how large 
becomes. true that what paid 
the government taxes cover 
annual interest the debt turn 
paid the government (except for 
the relatively small cost collection) 
the bondholders. This the reason 
plausible case can made, super- 
ficially, for the view that stupendous 
national debt disadvantage. But 
fact, the problem not simple. 
from year year, there arises the in- 
evitable question what tax source 
sources shall used. Most con- 
temporary “liberals” appear favor 
“the ability theory” taxation. 
practice this means that, for the pur- 
pose hand, they want use, entire- 
thé main, steeply graduated 
income taxes levied incomes from 
both labor and productive 
What must the consequences 
such taxes case the national debt 
large require, for thus 


icing the debt, the major part—con- 
nearly all—of the income 
taxed 

far incomes from labor are 
concerned, such system taxation 
must bear heavily the extra 
earnings the skillful and efficient 
raise grave doubt whether the incen- 
tive acquire skill 
would not greatly 
possibly, the extreme case, entirely 
destroyed. The income the efficient 
worker would depend very largely 
whether owned any considerable 
amount government bonds 
which could, therefore, receive in- 
terest. would depend relatively 
little how hard efficiently 
worked. Can reasonably say, then, 
that does not matter how large the 
national debt, only owe just 
ourselves 

regards income from real 
tal, the material equipment in- 
dustry, the case not greatly dis- 
similar. Presumably, with super- 
latively burdensome debt, very large 
proportion and perhaps nearly all 
the yield from capital, received 
those who own appreciable amounts 
capital, would have taken taxa- 
tion order pay the interest the 
debt. The incomes any whose sav- 


This article based largely upon address given the session Fiscal Policy 
the annual meeting the Midwest Economics Association Des Moines, 
April 22, 1950. this article Professor Brown, including some material that 
preparing for longer article for another publicaion. 
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ing makes possible the construction 
would, therefore, much less 
dependent upon the amount current 
saving they do, any savings they 
have invested the material equip- 
ment industry, and would rela- 
tively much more dependent their 
holdings government bonds. With 
the net incomes men enjoy from 
savings invested the equipment 
industry thus greatly reduced, because 
very much has taken taxa- 
tion pay the interest swollen 
national debt, not possible that 
saving will discouraged? not 
reasonably likely that the amount 
industrial equipment will reduced 
so, will not the annual product 
industry necessarily reduced and 
the standard living our people 
lowered, perhaps seriously 

course there the alternative 
repudiating the national debt, 
accomplishing essentially the same 
purpose means monetary depre- 
ciation. And one the other these 
ference servicing the debt consci- 
entiously. not asserting that in- 
terest debt large would ever, 
the exigencies practical politics, 
actually paid. merely inquir- 
ing what the consequences serious 
attempt pay would probably 
there were any such attempt. And 
insisting that those are false 
leaders who continually urge 
nation deeper into debt, assuring 
the while that the size the debt 
does not matter. 

Professor Abba Learner has gone 
“does not want raise the money 
taxes,” “can always meet its obliga- 
jtions any citizen borrowing 
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from another citizen.” But can 
“always” so, the debt has been 
allowed grow indefinitely large 

test this proposition let sup- 
pose that, though the national income 
still only $200 billion, our national 
national debt has reached total 
$200 quadrillion which the amount 
owed each year interest, say per 
quadrillion. Suppose that, 
while nearly all the holders govern- 
ment bonds would willing accept 
new bonds every year place 
money interest, yet among the bond- 
holders are some who want take 
their interest—or part it—in the 
form actual goods. Let suppose 
that not more than 1/20,000 the 
total interest due any pne year 
thus wanted actual goods. But 
1/20,000 quadrillion $200 
billion, the entire annual 
income. other words, would re- 
quire the entire product year’s in- 
dustry pay goods more than 
one two hundredth one per cent 
the interest owed, leaving nothing 
all for wages any worker interest 
return any the material capital 
industry. 

this connection cannot but 
reminded “financial wizard” 
read about newspaper many years 
ago, who promised exceptionally 
large return—my recollection that 
was per cent month—to all who 
would invest their savings with him. 
And indeed, for some time appeared 
“making good.” New investors 
provided the means for paying the 
promised large returns the earliest 
ones; and these payments caused still 
other prospective investors over- 
come their doubts and join the mad 
rush for quickly riches. Con- 


The Economics Control, New York (Macmillan), 1944, page 304. 
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ceivably, had the law not caught 
with this “wizard” finance, could 
have continued thus “make good” 
for years. But such policy 
urged the government the United 
And are the sponsors such policy 
flattered our devoting serious 
hours its examination 

Some economists are 
large government borrowing which 
course, have seen, eventually 
raises the problem later heavy taxa- 
tion service the large debt. Other 
economists and, probably, some the 
same economists whose views have 
been studying, want heavy taxes 
the larger incomes anyhow, means 
“transferring” purchasing power 
the classes lower incomes. This 
“transfer” purchasing power 
restore—business activity and 
full employment. The idea back 
this program stems from far back 
Rodbertus (who root idea 
1920) and Karl Marx and part 
current Communist propaganda. 
This Communist-Socialist view that 
the Bourgeoisie Capitalists regular- 
underpay the workers; that the 
workers, therefore, not receive 
enough wages “to buy back the pro- 
duct their labor;” that, conse- 
quence, the goods produced cannot 
sold; and that industrial breakdown 
and unemployment inevitably follow. 

This Communist-Socialist symphony 
has now, however, Keynesian (from 
the late Lord Keynes) overtones. In- 
stead either blithely assuming 
categorically asserting that what the 
workers cannot buy, nobody will buy, 


Keynes and the followers Keynes 
use such expressions “the propen- 
sity consume,” “liquidity prefer- 
ence,” “the propensity hoard,” ete. 
Some the stress particu- 
larly the view that the “propensity 
consume” the higher income groups 
lower than the “propensity con- 
sume” the lower income groups, that 
inequality conduces, less 
rapid spending and that this less rapid 
spending conduces unemployment. 
Their remedy tax the larger in- 
comes heavily and use the proceeds 
for government spending, the inte- 
rest, mainly, the lower income 
groups, use the proceeds subsi- 
dize these groups that they them- 
selves can spend the money. 

But inequality has been with 
long time. Hence cannot conclude 
from the mere fact there being in- 
equality, that money spent its 
recipients less rapidly now than 
earlier decades. And even each dol- 
lar were, the average, spent fewer 
times year, this could fully offset 
monetary banking policy which 
would increase the volume money 
make for such slower circulation 
per dollar. fact, declining velocity 
money would not cause depression 
anyhow were not for certain 
prices, wages, rentals, ete. 

Recent inductive studies Dr. 
Clark Warburton the Federal De- 
posit Insurance Corporation have 
tended confirm the view that stab- 
ilization business and employment 
can best brought about through 
control the volume circulating 
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the United States this 
control normally exercised, the 
first instance, the Federal Reserve 
System. With inept policy 
gard the circulating medium, along 
with price wage rigidity, severe 
business depression would 
whether incomes were nearly equal 
very unequal. 

near equality sharply graduated 
taxation income from labor and in- 
come from capital would 
similar taxation pay the annual in- 
terest stupendous national debt— 
weaken, and perhaps almost, de- 
stroy, the incentives the private 
enterprise system. Indeed, some 
the steps that have been taken our 
government redistribute wealth— 
sometimes from the comparatively 
poor the comparatively rich rather 
than vice verse—clearly and definitely 
invplve regimentation and depriving 
citizens long accustomed liber- 
ties. This true, for example, 
much the program aid farm- 
ers, which Professor Gordon Hayes 
seems defend good Keynesian 

“We are likewise extending the pro- 
pensity consume aid farmers. 
The whole array support prices and 
payments for conserving soil fertility 
are directly line with the broad 
recommendations Keynes, and are 
apparently fixed part our public 
poliey.” 

With support prices, our govern- 
ment has instituted system com- 


See Clark Warburton, “Monetary Velocity and Monetary Policy,’ 


pelling consumers buy what they 
not want buy and would not buy 
except under compulsion. true 
that the citizen not personally 
driven market the lash 
policeman’s club and does not per- 
sonally the buying. The Federal 
government both acts his 
buying the unwanted goods (unwanted, 
certainly, the price paid) and com- 
pels him provide the funds for 
this buying, under the guise paying 
taxes. But nevertheless compul- 
sory buying. The policy certainly, 
essence, one telling the citizen 
must purchase goods doesn’t 
want and, often, cannot properly 
afford. These things our leaders 
us, addition telling many farm- 
ers what they must not produce (when 
quotas are fixed),—while all the time 
insisting that they are opposed so- 
cialistie regimentation and the “police 
state.” 

Just how far, indeed, can our pur- 
chases made matter compulston 
(and the lives some producers 
ordered and regimented) for the bene- 
fit pressure groups, before can 
said have completely abandoned 
the principles Jefferson—and under 
the direction, part, men who 
represent themselves followers 
Jefferson—for the principles Lenin 
and 

Conceivably this kind pressure 
group could more toward 
causing lose the “cold 
hot war—with Russia than all the 
conspiracies all the communists and 
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communist sympathizers the United 
States. For certainly the program 
expensive. And the money not 
being spent for national defense but 
being given priv- 
ilged groups. Are changing from 
the slogan our Revolutionary days, 
days, “millions for defense but not one 
cent for tribute,” new farm bloe 
slogan, “billions for tribute, even 
this leaves too little for defense 

But there another facet 
Keynesism which writers like Hayes, 
though they must, probably, 
sumed know it, appear ignore 
almost ignore. This has with 
investing against “liquidity prefer- 
ence” the “propensity hoard.” 
“Liquidity preference,” Keynesian 
economics, thought much 
affected anticipated return in- 
vestment. the per cent that poten- 
tial investors believe they can enjoy 
very low, many these potential in- 
vestors, Keynesians believe, will pre- 
fer hold “hoard” their money; 
whereas the expected per cent gain 
were higher, they would lend 
themselves invest directly. 

this point that Keynesians 
interested “transferring” purchas- 
ing power from the higher income 
classes the lower, the supposition 
that this promotes the “propensity 
consume” and thereby speeds spending 
and furthers business activity, are con- 
fronted with They are, 
might say, confronted with Keynes- 
dilemma! For the very taxes they 
would levy incomes from 
order “transfer” consuming power 
lower income families and (as 
they believe) increase the speed cir- 
culation money, might lower the 
net yield inevstment increase 
the “liquidity preference” “propen- 
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sity hoard” potential investors 
and thus decrease the speed circula- 
tion money! 

there any escape for Keynesians 
from this dilemma 

would seem that might 
possible were not that most 
Keynesians are the victims quite 
common prejudice which, indeed, 
afflicts not few other economists. 
What the Keynesians should, their 
own logic, seeking kind taxa- 
tion that does not appreciably weaken 
the incentives “capitalism” 
heavily penalizing saving and invest- 
ment. the same time, those the 
Keynesian persuasion who believe the 
lower income groups have relatively 
high “propensity consume” and who 
think that this favorable business 
activity, will not want heavy taxes, 
any all, the wages the con- 
sumption the poor. 

The logical escape from the Keynes- 
ian dilemma would appear be, there- 
fore, suport policy land value 
taxation. Private enjoyment the 
geologically produced and community 
produced rent land certainly not 
one the essential incentives the 
free private enterprise system, 
fact the speculative holding good 
land out use, which results from it, 
definitely hindrance the most 
effective operation the system. 
Appropriation, taxation, the an- 
nual rental value land, most 
it, would not weaken the incentive 
efficiency. would not weaken the 
incentive the acquisition skill. 
would not weaken the incentive save 
and invest capital construction. 
would force good speculatively held 
land into use. comparative study 
areas Australia where they 
and areas the same Commonwealth 
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where they not especially tax land 
values, rather than other property, in- 
that, general,* the amount 
good land held out use less 
the first, the amount building 
greater proportion available 
land, the number residences con- 
structed per 100 marriages greater, 
the incomes persons not deriving 
income from property appears 
greater, and the movement popula- 
tion from the areas where the land- 
value tax policy not applied and 
into the areas where applied. 

the theoretical argument and 
the data from Australia appear in- 
dicate that, within the limits the 
yielding, land-value tax system 
more advantageous even workers 
low incomes than steeply graduated 
income tax, and that this true even 
though these workers would be, the 
ease the income tax, completely 
exempt from any tax payment all. 

How shall explain the persist- 
ence with which some economists turn 
their backs remedies that appear 
obviously adapted accomplishing the 
very ends they profess seek? 


monetary and banking policy, control 
the volume circulating medium 
calculated prevent both inflation and 
deflation tax policy, the use land 
value taxation the first and, insofar 
reasonably possible, the chief source 
revenue,—these are reforms 
the interest the people generally, 
reforms consistent with the system 
free private enterprise and reforms 
which would tend strengthen that 
system against the attacks its Com- 
munist Why must these re- 
forms have meet much indiffer- 
ence and even, particularly the case 
the taxation land values, violent 
opposition, from the very persons who 
might reasonably expected urge 
considerable proportion professional 
economists were bent making the 
free enterprise system such miser- 
able caricature what might 
and ought be, discredit 
utterly and thereby drive disillu- 
sioned confused 
proletariat into the acceptance, any 
rate the tacit acceptance, Commun- 
ist ideology. 


article entitled “The Challenge Australian Tax Policy,” summarized 
the significant studies the Land Values Research Group Melbourne, which 
Mr. Hutchinson Director Research. doing so, referred series 
articles Mr. Hutchinson the Australian magazine, Progress, and partial 
republication these thirty-two page booklet, “Public Charges upon Land 
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The International 


Labor Organization’ 


ELLISON CHALMERS 
University Illinois 


question with which this 

paper concerned is: What 

the role the International 
Labor Organization (the ILO) 
affecting the problems with which the 
economist, particularly the labor econ- 
omist, concerned? Many the 
activities studied economists involve 
institutions, the interrelationships be- 
tween institutions, and the relation- 
ships between individuals and institu- 
tions. Thus, are studying specific 
unions, companies, collective bargain- 
ing and the other aspects labor- 
relationships, govern- 
ment, the complex call the Ameri- 
can labor movement and the labor 
movements other countries. 
need add the ILO our studies 
cause another complex institution 
expressing organized interactions be- 
tween labor, employers and government 
but this case not primarily 
single nation but between nations. 

have three simple and tentative 
conclusions present. lay the 
basis for these, need note first 
what theI doing and then an- 
alyze the economic, social and political 
forces that influence these actions. 

What the ILO doing? The 
official purposes the ILO are ex- 
pressed the preamble its 1919 
Constitution. The Organization seeks 
strengthen the forces making for 


paper delivered the Midwest 
April 22, 1950. 


lasting peace and expand the defini- 
tion and application “social 
tice.” seeks these ends primarily 
attempting raise the standards 
well-being the workers the 
various individual countries and rais- 
ing the competitive level labor 
standards between countries. These 
purposes were reiterated and expanded 
the “Declaration Philadelphia” 
1944. achieve these ends, 
considered, poverty anywhere 
threat prosperity everywhere, free- 
dom expression and association are 
essential sustained progress, and its 
more specific social objectives were de- 
fined include full employment and 
living wage, extension social 
security and medical care, maternity 
protection and child welfare, adequate 
food, housing and recreation, the right 
bargain collectively, equality 
educational and vocational opportun- 
ity, and adequate health and safety 
measures. 

can better understand what 
these general objectives and programs 
mean the groups who participate 
the ILO noting the actions 
taking. Over the years, the ILO’s 
most dramatic effort has been concen- 
trated the writing and subsequent 
adoption and enforcement treaties, 
conventions, and recommen- 
dations. These international instru- 
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ments cover wide range subjects 
including wages, hours, various aspects 
working conditions including safety, 
social securities, public employment 
offices, public works and freedom 
association. 

The very adoption such conven- 
tions and recommendations has some 
influence national and stand- 
ards. These are adopted interna- 
tional conferences which the na- 
tions are represented government, 
labor and management delegates. The 
analyses and debates that prepare the 
way for final action help focus 
attention upon, well assure the 
realism of, the 
adopted. The conventions become sub- 
stantially more important when they 
provide the basis for action groups 
within individual nations securing 
the national ratification, 
fore, presumably, commitment con- 
formity these minima policy 

The Organization uses reports, in- 
vestigations and publicity securing 
compliance with the conventions which 
have been ratified. More importantly, 
however, the degree national con- 
formity has depended the strength 
the nation’s own institutions and 
the pressure interested groups. 

large part the ILO has adopted 
conventions which are higher than the 
lowest standards any part the 
world but substantially less than the 
levels prevailing many the more 
economically parts the 
world. Insofar this true, the role 
the ILO, practice, has been 
put moderately successful pressure 
toward the raising standards 
countries which are quite low, without 
direct effect the standards the 
more advanced nations. But this 


only partly true. Progress advane- 
ing social standards not uniform, 
and therefore, even the more prosper- 
ous countries are occasionally less ad- 
standards than others. Others 
the conventions and recommendations 
are designed set goals, instead 
specific legal standards, and therefore 
establish targets for the more ad- 
vanced nations well the others. 

The second action program the 
ILO the collection and analysis 
data important labor problems. 
Wages, cost living, hours, accident 
rates, standards living, freedom 
association and many other areas are 
thus explored. many these 
the ILO the most important single 
source for such data and analysis, par- 
ticularly terms international 
comparisons. 


The third action program the 
Organization has been its advisory 
service nations the development 
their own labor standards programs. 
Americans might note that the 
United States made use this service 
the preliminary planning our 
own social security system. The 
service has been particularly valuable 
countries with less developed pro- 
grams that are considering the intro- 
duction new standards. 

Since the end World War the 
ILO has developed three additional 
programs. One the training 
administrative officials various gov- 
ernments, particularly 
training and 
The second the use tripartite 
committees for major industries whose 
considerations center the special- 
ized labor problems these industries. 
The third the beginnings pro- 
gram carry investigations and 
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conciliation violations trade 
union rights member countries. 

There way isolate the effect 
all these ILO activities from the 
whole complex national and inter- 
national influence bearing the in- 
creasing labor standards throughout 
the world. Certainly many other de- 
velopments and programs are pro- 
found importance. However, the con- 
tinued strong participation labor 
and other groups, including various 
national administrations, suggests 
least their conviction that the activi- 
ties the ILO contribute the rais- 
ing labor standards. The consider- 
able record the use ILO stand- 
ards pressure groups within single 
nations one the bases used for 
the adoption more advanced labor 
standards another indication. There 
other such evidence which sug- 
gestive, not conclusive. 

will remembered that the ILO 
purpose raise labor standards for 
the interrelated objectives social 
justice and peace. Insofar has 
been effective raising labor stand- 
ards, it, presumably, has contributed 
both objectives. Certainly our evi- 
dence the results ILO 
action toward these objectives quite 
fragmentary. 


might also ask ourselves the 
question, “What social 
have operational answer the 
activities the ILO itself. For the 
Organization, made the govern- 
ments, labor and management repre- 
sentatives large part the world, 
social justice involves the cautious but 
standards, security and status 
workers throughout the world. The 
vitality the Organization, mea- 
sured the considerable measure 


support receives from all three 
groups, suggests least their affirma- 
tive judgments the its 
direction toward social justice and the 
contribution that making that 
direction. Certainly, all 
actions, has not set abstract 
standards, but has related these the 
and political potentials 
its member nations. part this 
reflected the moderately low inter- 
national minima which has set, and 
the modifications has permitted 
its international minima for coun- 
tries areas with special disadvan- 
tages. part this realistic approach 
has been indicated the considerable 
importance that the Organization has 
placed collective bargaining through 
“freedom association” for the 
separate and formulation 
standards “social justice” the 
groups immediately affected. 


What affect does this approach 
“social way raising 
labor standards have 
Again, the evidence fragmentary. 
There plenty evidence indi- 
that the internal and 
political stability country depends 
considerable part the judgments 
its citizens and its organized 
groups concerning the degree “so- 
cial justice” attained and the prospects 
for continuous improvement. There 
also appears adequate evidence 
that internal stability has import- 
ant affirmative effect the prospects 
peace and that the reverse like- 
wise true. Again, may deduce that 
the vitality the support for the 
Organization represents judgment 
the significant contribution the 
social justice. 

II. can get some better under- 
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standing the ILO look beyond 
its stated objectives and 
formal accomplishments the organ- 
ized groups that give life and 
tion. have noted that the Organ- 
ization, structurally, tripartite. 

The labor group probably the 
single most important force the 
ILO. the Conferences, committees, 
governing body and other organs 
the ILO, the labor groups that 
apply most the pressure for advanc- 
ing standards and for advancing activ- 
ity the Organization. the 
labor group, well, who largely 
responsible for the degree interest 
expressed the various governments 
the Organization’s 
Finally, they who most press 
their respective governments for 
acceptance and compliance with 
formulated minimum standards. 

Since the ILO international 
governmental body, its strength de- 
pends large part the interest and 
have noted, part this interest de- 
rives from the pressure their re- 
spective national labor groups. But 
has not been limited this source. 
For instance, illustrative for 
Americans note that was 
Woodrow Wilson and the American 
governmental delegation Versailles 
who were least important Sam 
Gompers the original development 
the ILO. American membership 
achieved 1934, primarily the in- 
stigation the Administration, in- 
Miss Frances Perkins, rather 
than under the pressure American 
trade unions. 

The degree inte- 
rest the ILO has depended particu- 
larly upon several factors. One the 


“social orientation” the govern- 
ment. Thus did not join the 
Organization during the Republican 
twenties, but did with the beginnings 
the “New Deal.” 

Governments also have considered 
that international agreements make 
easier move ahead the raising 
labor standards. This has particular- 
applied nations which are 
approximately the same stage eco- 
development, and partly in- 
fluenced international competitive 
considerations. This reasoning also 
lies behind the considerable interest 
raising the standards less advanced 
countries the part those which 
have already achieved somewhat higher 
standards. 

Governmental motives have derived 
also from the concept peace and so- 
cial justice. Apparently governments 
have demonstrated considerable con- 
cern for meeting cooperatively the 
drive for higher living standards that 
internal stability enhanced many 
different countries and the cause in- 
ternational peace advanced. 

general, the employer group, al- 
though fairly well organized interna- 
tionally has not cooperated with 
much vigor unity within the Organ- 
ization has the labor group. has 
tended resist the development 
more advanced labor standards. 
been divided internally the 
gree its acceptance opposition 
such proposed standards depending 
the conditions their own coun- 
tries. when opposition, how- 
ever, has aided the Organization 
the and political realism 
has added the discussion. our 
own case, the American employer dele- 
gate has not infrequently joined 
agreeing the desirability higher 
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minimum standards than other em- 
ployers have been prepared accept. 

IIT. What the significance 
development 
economists and particularly labor 
economists? suggest three import- 
ant conclusions. 

The ILO governmental in- 
stitution that tends extend the area 
governmental influence economic 
activity. The Philadelphia 
tion put this way: “The war against 
want requires carried with 
unrelenting vigor within each nation, 
and continuous and concerted inter- 
national effort which the representa- 
tives workers and employers, enjoy- 
ing equal status with those govern- 
ments, join with them free discus- 
sion and democratic decision with 
view the promotion the common 
welfare.” have seen, most 
these minimum labor 
quire governmental action for their 
application and enforcement. the 
ILO extends the area its work 
inevitably moves into more and more 
areas activity. Indeed, 
although have not analyzed this de- 
velopment, also true that the 
tends move beyond the field 
minimum labor standards other 
political and particularly economic 
policies governments that affect the 
stability and prosperity 
the respective nations. And let 
pause note passing that most 
the other member nations the world 
already have stronger commitment 
than the United States governmen- 
tal manipulation and direction the 
economy. they participate ILO 
activities they demonstrate little 
luctance move ahead the area 
minimum labor standards 
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ground expanding governmetalism 
alone. 

This trend toward increasing gov- 
ernmental intervention particularly 
important because the ILO represents 
the gradual development interna- 
tional government economic 
standard-setting and enforcing institu- 
tion. Although yet, the ILO 
weak international instrument, and 
rests very largely independent na- 
tional sovereignties, step beyond 
these limits, toward modification 
national sovereignty. is, thus, 
step toward the international establish- 
ment minimum labor standards 
way complicated governmental 
machinery. The participation labor 
and management groups this ma- 
chinery adds its complication and 
the same time contributes the 
vitality and expansion such interna- 
tional government regulation. 
result, the ILO organ for reflec- 
tion international pressures toward 
developing labor standards that are in- 
fluenced social and political well 
economic considerations. 

its tendency beyond the 
strictest delimitation national 
developing 
world organization. The ILO began 
autonomous unit the League 
Nations. now joined the 
United Nations agreement 
much the same terms. collaborates 
with many other developing organiza- 
tions affiliated with the UN, and par- 
ticularly with the UN’s Economic and 
Social Council. 

The second way: which the 
ILO significant the labor 
mist its role the modification 
social values. its considerable 
concentration the improvement 
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minimum labor standards the ILO 
largely centering the distribution 
the total economic values goods 
and services within the separate na- 
tions around the world. Just 
separate nation where the agreement 
labor standard (say our own forty- 
hour week) represents judgment 
the social desirability program 
affecting the distribution the na- 
tion’s total welfare, the tendency 
the ILO actions affect the social 
definition values and so, impli- 
cation, the relative status workers 
relation other groups society. 
For the ILO, like its mem- 
ber governments, has developed stand- 
ards for social insurance protections 
against unemployment, old age, sick- 
ness, accidents and other hazards. 
and others test the adequacy 
the functioning the national well 
the international economy. 

more general way, the whole 
process the ILO tends emphasize 
the role organizations workers, 
and employers, the determina- 
tion socially desirable standards for 
the economy. This true, directly, 
the very fact the tripartite organ- 
ization. follows from the Organ- 
ization’s emphasis freedom asso- 
ciation and collective bargaining. 
follows, also, from the opportunities 
the Organization provides for labor 
groups use its machinery and its 
standards for the development 
pressures for decision making status 
within their own nations. 

final point follows from the 
other two. The ILO contributes 
the and political stability 
the “democratic” nations and least 
the non-Communist international 


community. This route advancing 
social justice free unionism and 
determination minimum 
labor standards and social objectives 
democratic path. The effort 
velop such labor standards interna- 
tional democratic machinery and from 
democratic point view involves 
the effort develop and enhance 
tical and stability. Thus, 
would appear that the ILO has gotten 
caught the “cold war.” in- 
evitably has become part the area 
common discussion and common 
action nations that are drawn more 
closely together common effort 
work out social problems without 
revolutionary and totalitarian controls. 

this general point two important 
distinctions must made, particular- 
Americans. This common demo- 
focus and effort through the In- 
ternational Labor Organization does 
not imply common pattern eco- 
There are, course, enormous differ- 
ences political and pro- 
grams between the United States 
the one hand and the more less so- 
cialist programs many our col- 
leagues the ILO. These are not 
prominent within the functioning 
the Organization part because there 
substantial commonality pur- 
pose and part because the ILO 
considerable part expression com- 
mon goals well specific 
grams 

the second place there are enor- 
mous differences within 
Communist world not only economic 
levels, but also degrees economic 
and social development and independ- 
ence, from the colonial nations one 
extreme the imperialist nations 
the other. The activities and proced- 
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ures the ILO provide one several 
forums which these contrasts are 
worked out, important element 
the changing social values which 
the ILO contributing. 

great deal more needs done 
the analysis the forces work 
through the ILO and the implications 


its activities. The trend its de- 
veloping vitality and widening activi- 


ties suggests that will even 


important the future than has 
been far the in- 
ternational labor standards. The 
march events seems point the 
same direction. 
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Whaling and Old Salem. Chronicle 
the Sea. With Account the Seal 
Fisheries, Excerpts from Whaling Logs 
and Whaling Statistics. Frances Diane 
Robotti. 1950, 192 pp. octavo, cloth, illus. 
Salem: Newcomb Gauss Company. 
Price, $3.50. 


“Whaling and Old Salem” thorough 
account the pursuit and capture the 
“Royal Fish” from times with 
particular reference Salem. Incident- 
ally Mrs. Robotti puts good word for 
Salem being the whaling industry 
before Nantucket. 

Whaling American industry now 
part history, romantic and hardy 
calling reconstructed only from log 
books and other such source material. 
Mrs. Robotti has scanned all available 
sources and has told readable fashion 
the tale the chase and its ramifications 
—voyages, types vessels, log books, 
whale products and their manufacture. 
short she has written definitive work 
the whale for antiquarians. 

Although whaling from the port 
Salem was not carried for very long 
period, Mrs. Robotti has given the story, 
never before published, and very 
exhaustive history that time. 
fine piece research and will read 
with great deal interest. This 
romantic age the shipping industry 
will appeal many, especially since the 
illustrations are numerous and very time- 
ly. The book dedicated Col. Law- 
rence Waters Jenkins, Director-Emeritus 


the Peabody Museum, Salem, and the 
introduction was contributed Carleton 
Morse. This book the product 
the Newcomb Gauss Company Salem, 
and handsome example the printer’s 
art. Recommended all libraries. 


The Man Who Invented Sin and Other 
Stories. Sean O’Faolain. New York. 
The Devin-Adair Company. 1949. 183 pp. 

2.75. 

Collections modern short stories are 
sometimes difficult obtain. this col- 
lection fifteen, selected the author 
his best, Sean O’Faolain demonstrates 
that one the most gifted short 
story writers our day. These stories, 
although all laid the Irish scene, cover 
wide range from the cities the coun- 
tryside. There sensitiveness these 
tales and comingling gentle sorrow 
and joy that make them truly important. 

Sears 


Fighting Five. William Heuman. 
New York. William Morrow and Co. 1950, 
189 pp. $2.50. 


Basketball fans and players will thor- 
oughly enjoy this book, Mr. Heuman 
knows his sports; knows how pre- 
sent episodes which are breath-holding 
moments the game. And, knows 
how use the tool suspense hold 
the interest our teen-aged youngsters. 
this book, find fast action, group 
organization, and sports writing its 
best. 


Sane 


Keynes’ Lack 


Historical Perspective’ 


GORDON HAYES 
Professor Economics, The Ohio State University 


altogether fitting and proper 
that should consider the short- 
comings the genius Keynes. 
That the way knowledge grows. The 
intellectual élite—the Galileoes, New- 
tons, Darwins, Keyneses—promulgate 
new truth and then the lesser men 
move add it, correct por- 
tions it, disprove detail here 
there. The division labor in- 
volved reminds one John Com- 
mons’ famous description the skin- 
ning beef modern slaughter 
house. goes much beyond Adam 
Smith’s pins. 

before one proceeds touch 
the work master well pay 
proper homage what has done. 
Certainly Keynes was one the great- 
est men our profession. Indeed one 
might him the greatest, and con- 
fidently wait for some one name 
greater. has revolutionized our 
thinking. Wherever economists gather 
talk turns his ideas. our meet- 
ings, journals, and books, his name 
recurs over and over. And even when 
his name not used, the discussions 
are flavored with the pungency his 
ideas. Indeed his conquest has been 
complete that despite the short time 
that has elapsed since the General 
Theory appeared, men write books 


that are the patent outgrowths his 
thinking, yet not mention his name. 
Legislators implement his ideas with- 
out knowing that they are doing so. 
Even avowed critics who write tear 
him limb from limb show the impress 
his thinking. Though far from 
being omniscient, seems 
omnipresent. 


What the essence Keynes? 
What the heart the Keynesian 
revolution? Strangely enough the an- 
swers such questions are many 
the persons who make them. They 
center variously Say’s Law, the 
rate interest, effective demand, the 
consumption function, thrift saving, 
finance industrial capital, and on. 
seems that the essence 
Keynes that our system 
will not and cannot operate continu- 
ously anything like full employ- 
ment, without great deal doctor- 
ing. short, see it, Keynes not 
only attacked but gave 
the coup grace, may use the rest 
French. 

the first meeting the American 
Economie Association, 1885, latssez- 
faire was pronounced dead, and one 
may guess that some one announced 
its death every succeeding meeting. 
But these reported deaths were the 
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extremities—they were the fringes 
the market process. Government 
regulation was applied child labor, 
the work women, the rates 
utilities, the sanitary conditions 
food shops, and similar things. The 
heart the free market process was 
still regarded sound. The forces 
supply and demand were deemed suffi- 
cient take care employment. 
Keynes challenged this. Government 
regulation was necessary, argues, 
maintain the continuity produc- 

This was, course, the sharpest 
possible contrast the argument 
economists during the preceding one 
hundred and fifty years. There had 
been intimations this new view dur- 
ing the preceding two three decades 
and even without Keynes the econo- 
mists would have moved into new terri- 
tory. The great depression alone 
would have been propelling agent. 
But Keynes, result multitude 
gifts and the ravages the depres- 
sion, became the leader that took 
across the divide. 


His errors analysis, 
ings, are many have been noted dur- 
ing the past fifteen years. shall 
comment his lack apprecia- 
tion history, perhaps better, the 
lack appreciation institutional 
development. first thought this 
something puzzle. Why should 
this highly trained, 
sophisticated man whose whole life 
was devoted the commerce ideas, 
fall short this answer 
lies doubt the nature the 
which his father and other 
men taught during his formative 
years. For the economics which 


was steeped, though formulated 
men who lived the most dynamic 
period the world has yet known, was 
basically static. That the technology 
which was making institutions obso- 
lete should have seemed them 
only better tools, and that the 
winian theory evolution, the “eco- 
nomic law motion” Marx, and 
the pragmatic philosophy James 
and Dewey should not have made 
dent their thinking shows how 
strong and virile these economists 
were. lesser breed men could not 
have resisted completely the vigor- 
ous, pulsating, dynamic ideas the 
19th century. Keynes was hardy too. 

was prisoner classical eco- 
nomics. His analysis was timeless 
had been that his fathers. 
scolded the for many their 
doctrines, everyone knows, but the 
scoldings were details. The 
older economists were wrong, 
charged, the rate interest, the 
flow money income, the gold stand- 
ard, policies, and other like mat- 
ters, but the general nature and scope 
the economies that had studied 
and taught for third century 
left nothing desired. did not 
question the philosophical orientation, 
the methodological procedure, the 
psychological theory the classicists, 
Veblen, for example, had done, 
use Gruchy’s terminology. 


IV. 


support this position cite 
the following. (1) none his 
major writings, nor apparently his 
minor ones, there any evidence 
sustained interest institutional 
development. There are few refer- 
ences this matter here and there 
the concluding chapter the Gen- 
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eral Theory, but these are mere frag- 
ments, His general view was non- 
evolutionary. corollary this 
that did not have theory 
development. This calls 
mind Veblen’s remark one 
Clark’s books, namely, that one 
could read from cover cover with- 
out getting any light how got 
going. 

(2) supplement what has 
just been said found Keynes’ 
attitude toward Karl Marx. The evil 
that Marx did his class conflict 
trine lives after him compounded, and 
compounding daily the war, 
but the good, Keynes’ view appar- 
ently, was interred with his bones. 
The good was, course, the doctrine 
greatest possible significance. Marx, 
one would like believe, has made 
every economist feel indebted him 
for his use history develop eco- 
theory, and economic theory 
Keynes. him Capital was “an 
obsolete textbook” which was “not only 
scientifically erroneous but without 
interest application for the modern 
world.” swept the next the last 
chapter Volume with all its mag- 
nificence into the dust pan along with 
the arid nonsense that well deserved 
that treatment. 

(3) facet Keynes’ 
blind spot respect institutional 
development was his apparent lack 
appreciation what his analysis did 
drive wedge between “capital 
funds” and “industrial equipment”— 
between finance and industry. 
Clarence Ayres has said this dichot- 
omy “means the nullification the 
idea which alone the institutional 


framework capitalism supported.” 
short this tends destroy the 
spiritual basis capitalism. But 
Keynes evidently did not see this. His 
lack insight respect the growth 


economic practices obscured his 


vision. 

Awareness history would have 
shown him how recent this develop- 
ment and hence how much more im- 
portant may become. Attention 
Marx would have helped him there, 
for noting Marx’s failure em- 
phasize this, even mention it, 
inherent contradiction capital- 
ism, would have been guided toward 
view its historical importance. 

(4) Another item this cata- 
logue Keynes’ failure see the im- 
plications the future capital- 
ism that were embodied several 
his proposals. Note particularly the 
recommendation the statement: 
socialization investment will 
prove the only means securing 
approximation full employment,” 
and also the this, name- 
ly, the proposals control speculation 
and liquidate gradually the 
tionless investor. would seem that 
capitalism could hardly survive such 
medication, entirely aside from the 
considerations the preceding para- 
graph. Dr. Keynes might thereby 
cure the disease unemployment, but 
the patient could live on, all, only 
crippled state. Keynes, however, 
defends his proposals “the condi- 
tion the successful functioning 
individual initiative.” 

These recommendations Keynes 
may thoroughly valid. not 
arguing their merits, but merely mak- 
ing the point that the results would 
far beyond those envisaged Keynes. 
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And this suggests that better perspec- 
tive history would have helped him 
see more fully the consequences 
his proposed 

(5) Keynes had thought more 
terms process, would perhaps 
have avoided the equation, 
the great relief the nerves many 
The equation valid, ob- 
—if income tomorrow equal in- 
come today, but income rising 
falling then savings and investment 
are not equal. Indeed the in- 
equality the two that causes income 
rise fall. The idea change, 
development, focuses attention 
the inequality and and that, 
seems me, where should be. 

(6) His class bias another 
aspect his lack historical 
tive. 1925 castigated the Labor 
party “class” party and said that 
were going pursue sectional 
interests would pursue his own. 
class war, said, would find him “on 
the side the educated bourgeoisie.” 
And prided himself that the Lib- 
eral group which belonged was 
not concerned with narrow interests. 

This shows pitiful limitation 
Keynes which sad record. 
little attention history would have 
shown him that “the horny-handed 
sons toil” who are now struggling 
toward power, are following the same 
evolutionary pattern did “the un- 
couth vulgar business men” few cen- 
turies ago when they challenged the 
might and power and dignity “the 
lords, temporal and spiritual.” 

Further, history would 
vealed him that men such 
would still top, regardless the 
policy toward which nation came 
oriented. This strikingly illus- 


trated the composition the Labor 
Party 
Only half them are the labor 
group. And finally this point, 
Keynes most naive thinking that 
the Liberals are without selfish inte- 
rests and privileges. They, too, have 
their rackets. But being top they 
follow the time honored custom 
identifying their interests 
ileges with the common good. 

(7) Lastly this list seven 
items concerning Keynes’ lack his- 
torical perspective, attention called 
his belief the power ideas, 
without the necessary corollary that 
effective they must express the 
needs, whether emotional 
population. believed too strongly 
the power ideas merely ideas. 
oversold his own product. 


Every school man must, course, 
believe the power ideas, else 
would seek another calling. na- 
tural predilection was greatly strength- 
ened Keynes his great success, 
even before the publication the 
General Theory. His absorbing in- 
terest practical affairs channelled 
his thinking along lines immediate 
concern large sections the popu- 
lation, and made very effective. 
And the great success the General 
Theory, bringing enlarged and 
highly important role for its author 
the plans for financing the war and 
the return peace, and the devis- 
ing new monetary relations among 
nations, was not dampen 
down the vigorous statements the 
concluding paragraph the General 
Theory. 

But even this apparently did 
not bring Keynes see that the valid- 
ity ideas based social need. 


306 EDUCATION FOR JANUARY, 1951 


For how else can one explain his fre- 
quent cynical-humorous remark that 
man’s ideas are not accepted until after 
dead and they are longer per- 
tinent? One reminded the 
mother who observed that all the 
soldiers were out step, except her 
son, John. 

ideas both when they are 
right and when they are wrong not, 
Keynes said, rule the world, unless 
they have applicability social needs, 
purposes, and trends. For hundred 
and fifty years economists advocated 
free trade, but after students got their 
grades, “no one paid them any mind,” 
except England for short time. 
And the books economists are ceme- 
teries ideas that died from lack 
nourishment the climate public 
opinion. Keynes’ experience 1929 
pertinent here. After presenting 
program the Liberal party, said 
that all that was necessary have 
adopted the nation was bowl 
“over like nine-pins” few old gentle- 
men tightly buttoned the frock- 
coats.” But Professor Rowse ob- 
serves, was Keynes who was bowled 
over. And the virtual elimination 
the Liberal party the recent British 
election further shows how unaccept- 
able even Keynes’ ideas could 
they were not the general pattern 
evolutionary trend. 

are discussing Keynes this after- 
noon not just because was creator 
ideas but because his ideas the 
1930’s showed frustrated people 
Western Europe, England, and Amer- 
ica what could and should done 
about unemployment. Nothing has 
ever been more tract for the times 
than was the General Theory. And 
the this book shows, 
applicability needs, both good and 


bad, that gives driving power ideas. 
This Keynes failed see theory, 
but artist that was, seldom failed 
practice. 


Keynes’ death was great tragedy. 
was educable man. threw 
overboard much the excess baggage 
with which his early training encum- 
bered him. The gold standard, free 
trade, the disutility saving, the vir- 
tue thrift, Say’s Law, the balanced 
annual budget—these were discarded, 
their classical form least. 
heaped scorn upon his brethren who 
the interest sound policy preferred 
unemployment the building 
houses, and who would not countenance 
policies that would give prosperity ex- 
cept time war. Yet large seg- 
ment his thinking was impeded 
the old Economies his youth. 

Time undoubtedly would have ex- 
tended his education. would, one 
may hope, have come see the full 
significance the world-wide fight 
that now going limit the opera- 
tions the market process. 
would have come appreciate that 
present-day nation hired hands 
altogether different from one hun- 
dred and fifty years ago when almost 
every person made his living the 
use his own owned property. That 
is, would, hope, have come 
see our economic arrangements their 
historical, their developmental, and 
hence their emerging nature. 

economists are conservative. 
Like all good men follow the ad- 
monition Saint fast 
that which good.” But not 
forget the other part that injunction 
all things,” which means 
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that should discard that which can- 
not proven. But Saint Paul was 
also short historical and institu- 
tional perspective and hence did not 
say that the good today may the 
evil tomorrow. But, course, that 
the case. forever need new 
bottles for the new wine new cir- 
cumstances. 

Certainly new bottles are being 


307 


made everywhere today. But are they 
just what should have? This ques- 
tion deserves the best thought which 
are capable. Keynes, were 
still among us, and particularly 
had broken more the chains that had 
bound him, could have helped greatly 
finding good answers and would 
thereby have extended his already in- 
estimable service troubled world. 
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one the most provocative 

treatises the field, written five 

years ago, Friedrich Hayek 
warned that the extension collectiv- 
ism such free nations Great 
Britain would eventually bring end 
This warning, aptly entitled “The 
Road pointed out al- 
most unassailable logic that the devel- 
opment government controlled 
economy, “welfare state,” and the 
tendency supplant the market with 
pave the road 
leading loss personal freedom. 

only fifty years ago that, 
general, direct government regulation 
—Federal state—was aimed only 
the rates railroads and few other 
utilities, perfunctory regu- 
lation our free enterprise banking 
system, and, few states, the 
protection certain minimum work- 
ing conditions. the turn the 
20th century, trade regulation was 
limited the then new Sherman Anti- 
Trust Act, few sketchy state statues, 
the effect protective tariffs, and the 
force the common law. Indeed, the 
real development government con- 
trol business this country has 
been phenomenon the past fifty 


years. Starting very selective 
basis, the program government con- 
trol our economic life has rushed 
forward with such increasing intensity 
that now covers virtually every 
aspect our economic living. 
Whether call “socialism,” 
“collectivism,” “communism,” “con- 
trollism,” “planned economy,” “con- 
trolled capitalism,” “big govern- 
ment,” little consequence. The 
facts are that the mush-rooming 
controls, subsidies, regulations, and 
government ownership the past half 
century, and especially the past 
twenty years, represent tendency 
toward collectivism our economic 
and political life which cannot 
deny overlook. thoughtful per- 
son would recommend return nine- 
teenth century But the 
lessons “socialist,” “fascist,” and 
totalitarianism around 
the world and the ascendancy con- 
trollist government this country 
should give pause. There rela- 
tively little comfort refer our 
country “democratic,” contrast 
Britain’s “socialism” Russia’s 
“communism,” find all these 
nations, albeit varying degree, 
strong tendency toward central govern- 
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ment control our and poli- 
tical life. 


What Control? 


Perhaps the reason why many per- 
sons not recognize the similarities 
current American collectivism 
those features the various “isms” 
which popularly abhor, the fact 
that they not understand the char- 
acter the government controls which 
tend bind us. Government control 
the United States far greater 
than the statutory and administrative 
regulations which restrict the freedom 
business activities today. There 
are, sure, many these direct 
regulations which determine the degree 
competition, the price charged, 
the right enter business, the amount 
allowable output, and the nature 
business conduct. 

But there are many other controls, 
equally real, which not involve 
direct regulation. Perhaps the most 
insidious such controls are the sub- 
sidy programs government which 
have become prevalent the past 
two decades. Seldom recipient 
airline, defense industry, handed 
this present without there being statu- 
tory restrictions attached or, perhaps 
more important, restrictions placed 
the administrative agencies govern- 
ment whose pleasant duty dole 
out these gifts. real, although per- 
haps not direct, the controlling 
effect rendering regulatory privilege 
one group while withholding 
from another. The encouragement 
labor monopolism, not regulation 
but rather protection from regula- 
tion, interesting case point. 


Moreover, comprehending the 
general character controls this 


country, should not overlook the 
importance government fiscal 
Management currency, financing 
governmental debt obligations, and 
levying taxation have become power- 
ful means controlling the economic 
activities our nation. Furthermore, 
there are serious elements 
government ownership any means 
production, distribution, mat- 
ter how desirable, for the government 
not ordinary competitor and not 
easily regulated monopolist. 


The Basic Causes Control 


The vast net government controls, 
with which now find ourselves 
bound, did not come the result 
any subversive party group. Search 
any group American Communists, 
Fabian Socialists, Marxian Planners, 
“fellow travelers” had very much 
with this growth controls. The 
real causes these controls are not 
actually difficult determine. 


There doubt that large por- 
tion our governmental controls have 
come the result social objectives 
widely held and broadly supported. 
Many these controls have been 
necessitated the winning war 
the planning for superiority 
future war. Others are clearly the 
interests national welfare, the con- 
scarce natural resources, 
the promotion safety and health, 
and for the protection the many 
against intolerable exploitation 
the few. But broad social objectives 
have, too many occasions, become 
cloak cover other objectives. 


One the. most important motives 
which has led control the desire 
for security. This desire, 
generally manifested, should 
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differentiated somewhat from the so- 
cial objective securing individuals 
from actual want, since the desire for 
economic security has taken many 
forms. Among the most significant 
causes the development govern- 
ment control has been the desire the 
part individuals protected 
against the rigors competition. The 
desire for economic security has also 
led tremendous program agri- 
cultural aids and controls, designed 
insure for the farmer economic 
status free possible from the 
regulatory effects the market place. 

Nor can overlook outright de- 
sire for personal gain from govern- 
mental program control direct 
teresting thing find some our 
most individualistic businessmen and 
other citizens, who believe heartily 
and sincerely free enterprise sys- 
tem, support not only direct govern- 
ment subsidies which help their busi- 
nesses but also support governmental 
programs 
power development, and other activi- 
ties, which promise bring direct 
personal gain those affected thereby. 

The desire for security 
motivating broadening gov- 
ernmental control our economy 
not difficult understand. Individ- 
uals appear have the inability 
the unwillingness see their own 
actions part over-all pattern. 
not seeing not understanding 
the effect his actions, individual 
businessman, whether manu- 
facturer, farmer, retailer, finds 
himself often supporting government 
program which certainly binds his 
neighbor and which the end may 
succeed binding himself. The 
“what’s-in-it-for-me” philosophy 


government not, afraid, held 
only that nebulous group sub- 
versive indolent people who believe 
that the world owes them living, but 
actually held entirely too many 
individuals who honestly believe 
society free enterprise—particular- 
for the other fellow. 


The Economics Government Control 


Much our program government 
controls hinders seriously the ability 
our economic system bring about 
maximum production least cost. 
Although there may well social ad- 
vantages, such those involved 
safety and health legislation, which 
may far offset any conceivable costs, 
should least recognize that there 
are many fields government control 
which bring economic inefficiencies 
without commensurate gains, 

One need only mention the eco- 
nomics those regulations designed 
protect the inefficient. Most pro- 
tective tariffs, “fair trade” laws, 
agricultural and other subsidies, and 
similar devices control, placing 
umbrella over inefficient producers, 
must necessarily decrease the efficiency 
our economic system and reduce 
the over-all standard living other- 
wise possible. 

The interference trade engender- 
the numerous local, interstate, 
and foreign trade barriers are certain- 
causes inefficiency our eco- 
system. also can hardly 
doubted that the confusion arising 
monopoly regulation this country 
has hampered the most efficient use 
our resources. With government 
policy which does not distinguish be- 
tween monopoly and size, which does 
not define the “monopoly problem,” 
and which regulates certain industries, 
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such the railroads, monopolies 
while them meet fairly 
open competition, there can little 
surprise that the result business un- 
certainty and waste. 

But perhaps one -of the greatest 
sources cost the system govern- 
ment controls arises from the eco- 
nomics size applied govern- 
known, perhaps the most serious prob- 
lems size that efficient admin- 
istration. Unless business requires 
expensive research, very large 
quantities capital, can gain sub- 
stantially tremendous bargaining 
power, the smaller size business like- 
more efficient than the large 
because the less problem 
administration. accident, for 
example, that one finds some the 
lowest direct operating cost airlines 
this country among those 
medium 


The costs size government ad- 
ministration controlled economy 
are beyond measurement. addition 
the tremendous direct cost large 
organizations required administer 
the maze regulations, subsidies, and 
cases government ownership, there 
also the considerable cost delay, 
uncertainty, and indefiniteness which 
must come from organization 
large and complicated our pres- 
ent governmental structure. Even 
though our administrative agencies 
are manned with the best possible per- 
sonnel and are dominated the best 
motives, not possible for 
organization such size and com- 
plexity efficiently rule the details 
our economic life. Moreover, if, 
Lord Acton has declared, “power tends 
corrupt,” and, if, Hayek believes, 
the least able tend rise the top 


collectivist society, the costs in- 
competency and dishonesty may, 
occasion, added the inherent costs 
size. 

Controllism also has serious, and 
generally unrealized, effect distri- 
bution wealth. The effects taxa- 
tion policies are generally obvious and 
direct. services the govern- 
ment are not free. Except the ex- 
tent that inflation acts effective 
stimulus greater production goods, 
has admittedly been the case the 
last decade, deficit financing govern- 
ment cannot continue without affect- 
ing virtually every individual’s share 
the national wealth. Most 
have had the experience recent 
years losing large portion the 
purchasing power our savings held 
fixed income securities, the most 
outstanding which are our War Sav- 
ings Bonds and our insurance policies. 

must acknowledged that cen- 
tralized economic planning through 
system extensive government con- 
trols was effective World War 
enabling the United States chan- 
nel approximately 50% its national 
income into war purposes without 
serious loss essential living stand- 
ards. There can doubt that the 
economic planners gained prestige dur- 
ing this period that emergency 
situations there has become greater 
tendency for unthinking people rely 
upon the government the machine 
which problems should 
solved. 

But must born mind that 
economic planning relatively easy 
during period war. The objec- 
tive simple and reliance placed 
upon fairly small group men 
determine how this objective should 
gained. However, during times 
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peace the objectives are not simple. 
Individual wants and desires cannot, 
all, determined very easily 
central planning group. Scientific 
testing methods and the procedures 
democracy are far too cumbersome for 
such purpose. Consequently, the 
free play market forces 
supplanted central planning, either 
the group control must foree the 
individual conform his pattern 
life the government’s adopted pat- 
tern, incomprehensibly great ad- 
ministrative cost must 
make sure that individual desires 
are properly reflected the govern- 
ment program. 


The Political Implications 
Government Control 


There are, moreover, certain politi- 
cal implications the growing tend- 
ency toward controllism which 
must note and weigh, are intelli- 
gently determine the path ahead. 
The expansion government control 
business has been accomplished 
the ascendancy the Federal govern- 
ment over state and local governments. 
perfectly natural that, our eco- 
system has become more com- 
plex, should assign 
the responsibilities control our 
Federal government. There rea- 
son believe that this tendency will 
change. does mean, however, that 
the actual administration our com- 
plicated system control getting 
farther from the individual who must 
exercise the real power democracy. 
also means increased concentration 
power larger organizations 
which are increasingly more suscepti- 
ble control few. 


The past two decades have also dealt 
severe blows the principle separa- 
tion powers our federal govern- 
ment. The rise tremendous power 
the executive and administrative 
branches government, especially 
since 1933, have had effect which 
cannot over-estimated. Not only 
does this portion our government 
exercise much the actual lawmaking 
through its administration regula- 
tory and subsidy programs, but has 
become lobbying force reckoned 
with Congress. Moreover, the 
courts have largely abdicated their re- 
straining influence the executive 
branch. The kind doctrine typified 
the Nebbia New York decision? 
1933 opened wide the judicial in- 
terpretation substantive due process 
business regulation, and the deci- 
sions such cases the Jones and 
Laughlin Steel case* extended the in- 
terstate commerce power local mat- 
ters. The result this very material 
removal the restraining hand the 
courts that, today, the federal legis- 
lative and executive branches gov- 
ernment can undertake virtually any 
control over our life, long 
this control not capricous and 
long procedural due process fol- 
lowed. 

Even where new fields control 
are opened war other emerg- 
ency, government control once exist- 
ence tends enlarge. Administration 
regulations and programs aid 
leads the disclosure gaps, which 
turn requires additional limitations 
make the original controls effective. 
study the past fifty years will 
show that very few control programs 
have done other than expand. Mere 
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recital present transportation regu- 
lations contrasted those under the 
Interstate Commerce Act 1887, 
the ever increasing control electric 
power companies, the enlargement 
agricultural subsidies and controls, 
adequate illustrate the point. 

Perhaps the most disquieting poli- 
tical feature the program control 
this country the effect which sub- 
sidy and security programs have upon 
individual freedom. The belief that 
services and subsidies from the govern- 
ment are “free” and the “what’s-in-it- 
for-me” approach governmental 
action attack the very moral basis 
our processes, well 
obseure the fundamental 
our society fallaciously placing 
government the role producer 
manna. This belief tends cause 
competition between office seekers 
giving away society’s wealth, reduces 
the incentive and ability indi- 
viduals meet the rigorous tests 
efficiency the market, binds the 
individual statutory and adminis- 
trative controls, and leads inexor- 
ably the loss personal freedom 
through dependence the individual 
upon persons power. 

controllist society, there also 
undeniable tendency toward totali- 
tarianism. 
the wards government with- 
out giving their freedom work 
out their own destinies. Government 
cannot take over the role guardian 
trustee without laying down rules 
and regulations for attaining its 
assumed objectives. strong con- 
government which has taken 
upon itself the responsibility for pro- 
tecting the security workers, 
farmers, and businessmen can hardly 


tolerate the continuance free 
criticism and opposition. 

nection, that the control forces 
government this country have yet 
reached this point. certainly en- 
couraging that our long tradition 
political freedom still acts 
tive bulwark against the tendency 
toward totalitarianism. However, the 
recent growth strong pressure 
groups the United States, particu- 
larly the fields labor, distribu- 
tion, and agriculture, and their exer- 
cise control through the instrument 
government, may well make 
wonder whether the individual has 
already lost his voice determining 
the actual policies and leaderships 
these groups. 


cal implications government con- 


trol economie life this country 


may appear paint discouraging 
picture the road which are 
the road toward the loss individual 
economic and political freedom, 
believed that the experiences the 
totalitarian governments the world 
need not duplicated this country. 
Having before the lessons taught 
National Socialist Germany, Com- 
munist Russia, Fascist Italy, and the 
socialist experience Great Britain, 
have the advantage knowing the 
dangers too complete reliance upon 
government control and government 
enterprise solve problems. 
What need, course, clear 
awareness these dangers, definite 
government program which people 
can believe and which does protect 
from want and suffering, and sincere 
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leadership willing lead with facts 
and intelligence. 

There growing, today, increas- 
ing awareness the danger gov- 
ernment controls over our individual 
economic and political life. Editorial 
writers increasing number 
newspapers are calling attention 
the fact that laws providing for 
cial gains” combine into aggregate 
powers that hedge about the indi- 
vidual every side. Pamphlets and 
books, being sold distributed free- 
the hundreds thousands, speak 
bluntly the generally unrealized 
path government parti- 
cipation our individual life. Busi- 
ness leaders, for years the defen- 
sive, are now expressing themselves 
forcefully the paralyzing effects 
government controls. Recent studies 
show that many corporations are, 
extent more than realized, taking 
the true story private enterprise 
the people. reports stockholders, 
company newspapers and maga- 
zines, sponsored radio and 
advertising, aggressive corporations 
are carrying the public the message 
and role private enterprise. 

But more needed than aware- 
ness the problem. fact, one 
the disappointing aspects the flood 
pamphlets, editorial writing, and 
plain speaking the trend toward 
serfdom lack program. Our 
problem not solved ferreting out 
so-called subversive groups. The 
weakness those who claim that 
are trending toward socialism, some 
other “ism,” that they offer little 
way honest program show 
people the means protecting the 
efficiency and economy our system 
and the rights individuals work 


out the greatest extent possible 
their own destinies. 

detail such program beyond 
the scope this paper. But 
lieved that this program should follow 
certain general outlines. the first 
place, there doubt that the 
public, general, will insist upon 
some assurance against actual want 
the indignity charity. Consequent- 
ly, social security program giving 
freedom from actual want those un- 
able work because age, physical 
opportunity for employment, 
“must.” But such program need 
not designed encourage indolence. 

not, however, the protection 
individuals from actual physical 
hardship, injury, sickness, want, 
that the real dangers lie. our eco- 
system can allowed pro- 
duce without the deadening hand 
restrictive and parasitic government 
policies, can well afford these 
costs. 

the field direct regulation 
price, output, entry into business, and 
service standards, new program 
would provide for return the public 
utility concept twenty years ago. 
Such detailed regulation, particularly 
that price, should limited 
those interest industries where 
kind monopoly clearly unavoid- 
able and desirable and where other 
means than direct price control can 
serve the public interest. This policy 
doubtless requires direct price control 
such public utility businesses 
electric power, telephone 
graph communications, water, and 
similar businesses. raises doubt 
the necessity for direct price ocn- 
trol most interstate transportation, 
although controls avoid discrimina- 
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ion will surely required. cer- 
tainly leaves doubt the lack 
need for governmental price con- 
trol measures milk, coal, tobacco, 
and similar businesses. 

Perhaps the greatest single oppor- 
tunity for overhauling our government 
controls, with view preserving our 
system private enterprise, lies 
competition and controls. 
Where monopoly socially necessary, 
businesses, regarded such and 
regulated such. Where monopoly 
not socially desirable, should 
disbanded and clearly 
practices should curtailed regu- 
lation. Under oligopolistic conditions, 
size fewness competitors should 
not the guiding principle toward 
determining regulation, but rather the 
extent actual competition involved, 
not only between companies but also 
between 
though our automobile manufacturing 
industry, for example, clearly oligo- 
polistic, now needs few, any, 
the regulations designed protect 
against monopoly. Where product 
differentiation regulations 
should designed require informa- 
tion for the buying public through 
accurate labeling and advertising, and 
not through government supported 
regulation which tends protect the 
product differentiator from price com- 
petition. For the government offer 
business the protection trademarks 
and patents, and, addition, protec- 
tion from the market force price 
competition, strange free private 
enterprise indeed. 

Even the field government 
ownership, out which much control 
grows, there are perfectly justifiable 
activities such atomic research, the 
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basic defense industries, and 
the development resources fields 
too extensive for private industry 
undertake. Government activities 
making available business statistical 
information, standards, patents, trade- 
marks, copyrights, and certain credit 
facilities may encourage rather than 
impede system free and effective 
economic activity. Some outright sub- 
sidies, where clearly necessary meet 
defense needs the crippling effect 
foreign government policy, may 
well justified. But every govern- 
ment subsidy program and every new 
excursion into government ownership 
should have its benefits weighed 
against the costs resources and free- 
dom. 

this point that economists, 
businessmen, and political leaders have 
important role. They must present 
forcefully and sincerely the effects 
new regulatory subsidy policy 
the ability the economic system 
produce efficiently. They must point 
out costs well benefits. And, 
even where policy appears advan- 
tageous one section the economy, 
there must awareness that this 
policy may shackle other sections 
may levy unjustifiable costs other 
segments our economy. This kind 
leadership, which encompasses 
analysis effects others, re- 
quirement for stemming the progress 
toward collectivist state. 

University economists have 
sponsibility teach analyses these 
costs and effects, well benefits. 
Businessmen have responsibility 
guide their business policies the 
direction competition and efficiency, 
free the enticing programs wel- 
fare state which would lessen their 
business risks promising protection 
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from competition security through 
subsidy. 

Perhaps the pendulum history 
has swung again toward reaction 
against detailed governmental control 
our business and life. 
Perhaps are again facing times like 
those which prodded Adam Smith 
write his Wealth Nations and use 
its principles basis for molding 
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government policy. Maybe the time 
here when effective profession 
political economists should guide 
toward abundant material life 
free possible from governmental 
shackles our personal freedom. 

suspect that the people this 
will react far more readily 
and actively this kind leadership 
than any realize. 


BOOK REVIEWS 


Economic and Industrial Geography. 
Nielsen. Pitman Publishing 
Company, New York, 1950. $6.75. 


The book well organized. quite 
well balanced relative principles the 
physical factors and cultural responses 
thereto. The Foreward Dean Collins 
contains sentence which your reviewer 
considers worth quoting because applies 
particularly and Industrial 
Geography and generally good geogra- 
phy texts. The sentence, “This text 
designed interest, inform, and 
stimulate the curiosity the serious stu- 
dent the social responsibilities en- 
terprise.” This feeling 
trust relative resources sure 
means effective conservation education. 
Causal geography which the author sug- 
gests notes “To The Reader” the 
total “why” man’s economic activities. 
Many geographers take exception 
causal geography because they say has 
strong intimation determinism. Stu- 
dents, especially those who are beginning 
the study those who will take only 
limited work, need see few direct re- 
sults physical background influences 
man’s economic and industrial activities. 
The text material itself does not stress 
the causal but does indicate obvious and 
generally accepted strong influences 
each natural factor discussed. 
Nielsen has achieved many respects his 
effort impress the reader the inter- 
relationship the interdependent world. 


However, could have given more 
examples from North 
America. 


The book practical that points 
out economic results the various en- 
vironmental elements. 
earthquakes, flood damage, and others are 
tabulated dollars and cents cost 
removal reconstruction respectively. 

Recent emphasis audio-visual educa- 
tion would seem indicate that the 
author should have suggested sources 
films for each the industries which 
lends itself such presentation. Koda- 
chrome slides accompany each division 
should and could have been suggested. 
These discrepancies may met use 
the Workbook the author. However, 
your reviewer would prefer have the 
text comprehensive and thereby eliminate 
the necessity for purchasing the supple- 
mental material the form addi- 
tional text manual. 

The appeal the material students 
urban centers (71% the population 
the United States) should give 
unique place among the general texts. 
The author and publisher are con- 
gratulated the character and quality 
illustrations. The suggested questions 
and discussion problems are excellent for 
student and teacher alike. seems 
your reviewer that the plus value this 
book recommends highly text 
courses economic, industrial, and com- 
Fresno State College. 
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Postwar Federal Reserve Policy’ 


MARVIN PETERSON 
Federal Reserve Bank, Minneapolis, 


EFORE attempting analysis 
postwar Federal 
policy, shall present briefly 

interpretation the theory under 
which the Federal Reserve Board 
acted the first score years its 
existence and, also, brief discussion 
war financing, emphasizing the war- 
time pattern interest rates gov- 
ernment securities, which set the stage 
for the formulation and implementa- 
tion postwar monetary, and 
debt-management policies. 

The Federal Reserve System was 
designed overcome the most obvious 
defects the banking system super- 
seded. the time its establish- 
ment, the Congress had been con- 
vinced that those defects could best 
met endowing new institution 
with certain attributes central 
bank. Those related note-issue, 
holdings reserve balances, and re- 
discounting customers’ paper 
seemed most important the found- 
ing fathers. The service Aspects 
these and other functions were stressed 
monetary control inherent them. 

The Federal Reserve Act 1913 
furnishes little guidance its ad- 
ministrators with respect 
formulation and implementation 
monetary policy. The injunction that 
discount rates should fixed “with 
view accommodating commerce and 
business” the sole guiding princi- 
ple the Act. 


sure, the Federal Reserve 
banks were obliged protect their re- 
serves, maintain the redeemability 
their notes, and establish stand- 
ards eligibility paper for redis- 
counting. These mandates were 
deemed necessary order main- 
tain the integrity the doctrine 
accommodation. They furnish 
blueprints for policy determination. 

noticeable that the early dis- 
courses the Board the conclusion 
reached, even after the language em- 
ployed indicates stable business con- 
ditions its objective, that busi- 
ness must accommodated mod- 
erate interest rates. 

Throughout the the Board 
was much troubled over the methods 
that might employed prevent 
over-all excessive credit and, the 
same time, accommodate business 
its legitimate credit needs. 
effort resolve this conflict, was 
recommended that the Board should 
given authority develop form- 
ula according which each member 
bank should required pay pro- 
gressively higher rate its borrow- 
ings from the Reserve bank increased 
above established amount. 
This recommendation was not adopt- 
ed; instead, 1920 the Federal Re- 
serve banks, with the approval the 
Board, were permitted establish 
graduated rates discount, except 
loans against government 
Evidently was thought that the basic 
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line credit for each member bank 
would enable satisfy the legiti- 
mate credit needs its customers. 

Four Federal Reserve banks put 
graduated rates into effect, but they 
soon abandoned this practice. Thus, 
whatever elements quantitative con- 
trol may have been involved this 
plan, was dropped favor 
palpable reliance qualitative con- 
trols. 

1923, pronouncement the 
Board indicated that thought the 
quality credit the essence 
the problem. long,” said, 
the flow goods “is not interrupted 
speculative interference, there 
little likelihood the abuse credit 
supplied the Federal Reserve banks 
and consequently little danger the 
undue creation new credit.” 

1928 and 1929, the Board, lack- 
ing selective instruments control, 
availability credit even though the 
overall credit picture was one over- 
expansion. Such restrictive measures 
might take, feared, would shut 
off credit for productive purposes. 

The Board soon realized that quali- 
tative standards imposed the Fed- 
eral Reserve bank level were ineffec- 
tive because could not thereby con- 
trol the uses which the member 
banks would put the Federal Reserve 
credit obtained rediscounting eligi- 
ble paper. 

It, then, resorted form moral 
suasion, pleading with the member 
banks not permit the use credit 
for speculative purposes. This ad- 
monition was ineffective, however, 
funds for speculative purposes con- 
tinued increase. The culmination 
this movement well-known—the 


bursting the bubble October, 
1929. 

Before moving with this review into 
the ’Thirties, let glance once more 
the reasoning behind the qualita- 
tive guide credit policy. 

over the quality commer- 
cial bank credit offered exchange 
for Federal Reserve credit 
oughly consistent with the “doctrine 
accommodation” because “allows” 
that all legitimate credit needs busi- 
ness the initiative business and 
the member banks are met. is, in- 
deed, neat doctrine, neat 
syllogism. The Federal Reserve Act 
says that discount rates are fixed 
with view accommodating com- 
merce and business. Commerce and 
business have legitimate 
mate credit needs. Eligibility stand- 
ards differentiate these needs. Only 
eligible paper rediscountable. 
can rediscounted almost limit- 
less quantities. Therefore, the im- 
position qualitative standards 
necessarily permits the accommoda- 
tion all legitimate business needs 
for Federal Reserve credit, which 
the function the System was designed 
perform. 


The volume commercial paper 
eligible for rediscounting, was 
assumed, would rise and fall busi- 
ness activity expanded and contracted. 
Through the use the rediscounting 
process member banks would not lack 
the capacity meet the credit 
mands their customers. Business 
would thereupon accommodated 
with the desired—and also the desir- 
able—volume 

All this reasoning concerning short- 
term bank credit and its eligibility for 
conversion into Federal 
and its natural liquidity, may 
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wrapped into one ball wax called 
“the commercial loan theory bank 
What wrong with it? 

may that little, anything, 
wrong with when inspected 
from the point view the indi- 
vidual discourages bank 
from flowing into speculative 
channels and helps preserve the 
solvency the individual banks which 
hold inviolate. 

The weaknesses this theory when 
inspected from the point view 
the whole banking system, that 
the monetary theorist, that the 
central bank board, have been clearly 
expressed the unidentified banker 
who said, “In entire career 
country banker, have never made 
bad loan, but lot them turned bad 
after had made them.” 

great rise the volume short- 
term credit can accentuate the boom 
phase the business cycle and great 
drop short-term can accen- 
tuate depression. This true even 
though credit extended only for pro- 
ductive purposes. boom period, 
rise good loans bad, since good 
loans are inflationary. depres- 
sion period fall bad loans, former- 
good ones, bad for the economy 
whole. 


This observation reveals hidden 
defect the commercial loan theory 
also has implications for the post 
World War situation when the 
banking fraternity conducted cam- 
paign with the slogan, “good loans are 
always good for the economy, and 
only bad loans are bad.” 

The experiences the administra- 
tors the Federal Reserve System 
taught them that the administration 
the commercial loan theory, which 
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was supposed work automatically 
once eligibility standards were estab- 
lished, was fact, difficult matter. 
Eligible paper, once was redis- 
counted, reserve balances 
which furnished broader base for the 
expansion any kind bank credit. 
From any viewpoint, one sees that 
Federal Reserve credit in- 
creases the money supply and one sees 
that credit most likely increase 
only prosperity periods when 
based exclusively short-term paper. 

Turning next inspection 
the ’Thirties, one sees sharp decline 
short-term commercial paper and 
dumping great holdings long- 
term paper banks the open 
market. These two factors caused 
tremendously sharp and devastating 
decline bank deposits. 

The bitter lessons learned this 
experience are (1) that short-term 
paper provides rapidly declining 
base which currency might 
issued period when the demand 
for currency inereasing and (2) 
that the commercial banking system 
cannot gain red cent cash with 
which meet deposit withdrawals 
dumping their assets the open 
market. (These two observations, 
when made before groups bankers 
today, surprisingly enough, provoke 
much puzzlement and latitudinal head- 
shaking. 

Thus learned that the monetary 
factor can, 1931, turn already 
sufficiently serious normal depression 
following the collapse speculative 
boom the “real horrors.” With- 
two years 7,000 banks had failed 
and $15 billion our money supply 
had been destroyed through credit 
contraction. The natural liquidation 
paper possessing natural liquidity, 
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and the shifting paper possessing 
mere shiftabilty the open market, 
naturally reduced the money supply 
this period general 
liquidation. 

Another lesson with implications 
for the future learned from our 
experiences the ’Thirties that 
federal budgetary deficits period 
much less than full employment 
are not highly inflationary; that they 
are, best, counter-deflationary even 
when accompanied low level 
interest rates. 

This observation provides transi- 
tion discussion the pattern 
interest rates government obliga- 
tions which large part the 
money costs the recent war was 
financed. well-known that the 
rate structure government obliga- 
tions issued during the war years 
after March 1942 was held per 
cent the shortest-term securities 
per cent the longest-term issues, 
This pattern rates not 
“dreamed-up” Treasury officials. 
Rather, was inherited from the de- 
pression period which 
war when interest rates were abnorm- 
ally low due small demand for 
loanable funds and great 
the supply factor being greatly aug- 
mented gold imports. 

The Treasury raised $228 billion 
between June 30, 1940 and the end 
rest rates. About per cent this 
amount government securities was 
bought the commercial banking 
system. This was the outcome 


and monetary policy designed 
(a) finance the war low interest 
cost and (b) make reserves avail- 
able banks order that they might 
buy amount government securi- 
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ties which would approximately 
equal the difference between the 
amount the public could induced 
buy and the amount money needed 
the Treasury. Each objective was 
realized, aided the pattern fixed 

The pattern fixed rates kept the 
level interest rates from rising 
did during World War Although 
one might admit that structure 
rates higher level might have been 
set order make easier some an- 
ticipated postwar difficulties, one must 
also take into consideration the fact 
that even lower rates might have been 
established. Suppose the rates had 
ranged between and per cent— 
would then the readjustments peace- 
time conditions have been much 
easier? That debatable question. 

Waiving argument over the level 
the structure interest rates, must 
admitted that the absence fixed 
pattern might have encouraged inves- 
tors withhold purchases while await- 
ing higher rates. This consideration 
furnished what was probably the most 
weighty argument favoring fixed rates. 

Undebatable the fact that Fed- 
eral Reserve holdings government 
securities increased from little more 
than billion the beginning 
1942 about $24 billion the end 
1945, and that virtually all the in- 
was short-term securities. 
This reflected the practice known 
“playing the pattern rates” made 
possible the spread rates between 
the shorter and longer-term issues. Be- 
cause the lower rates short-term 
issues, the outstanding longer-term 
issues would rise price 
approached maturity. was, there- 
fore, profitable for banks and other 
investors shift short-term issues 
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the Federal Reserve banks. When 
this was done, total Federal Reserve 
holdings increased, thereby increasing 
bank reserves which could pyra- 
mided into larger volume bank 
expansion and consequently 
further growth the money 
supply. 

This practice—playing the pattern 
rates—did not come end when 
the war ended. continued for 
considerable time into the postwar 
period. While was going on, the 
yields long-term restricted bonds 
declined point only slightly over 
per cent and the medium-term eligi- 
bles sold yield slightly below 
per cent. 

The dilemma the Federal Re- 
serve was indeed distressing one. 
Holding onto the wartime 
rates meant not only the maintenance 
low interest rates period 
postwar boom; meant the pumping 
new money into the economy 
time when good monetary policy 
should have called for placing restric- 
tions the money supply. the 
other hand, the sudden the 
pegs might have induced panic condi- 
tions the market for government 
securities. 


Before reviewing the efforts made 
escape from this dilemma, let 
glance quickly the record concern- 
ing the money supply recent years. 

From January 1940 the end 
1945 the money supply (adjusted 
deposits and currency outside banks) 


increased $87.5 billion. 1946, 
$13.2 billion were added. 1947, 
billion. 1948, $0.9 billion was 
subtracted from the money supply and 
1949 the supply fell the first half 
the year and thereafter rose 


about the same levels prevailed 
the close the previous year. 

The first step taken the Federal 
Reserve curb the use short-term 
government securities create addi- 
tional reserve balances was the elim- 
ination the preferential discount 
rate. This step, first proposed 
1945, was delayed because the 
opposition the Treasury and was 
finally taken April 1946 despite 
such disapproval. This step itself 
can hardly considered very signifi- 
cant. 

The Federal Reserve 1946 
pressed for two more significant curbs 
the processes debt-monetization, 
one which was adopted the next 
year while the other was allowed 
die. refer the first instance 
the elimination the bill-buying rate 
and the repurchase option, which step 
was taken 1947. The other pro- 
posal known the special 
security reserve plan, which was sub- 
mitted for consideration 
This proposal met with stout dis- 
approval bankers’ organizations 
and with some opposition among the 
heads the Federal Reserve banks. 

One can hardly escape the conclu- 
sion that monetary policy 1946, 
tied was the maintenance 
the wartime pattern rates gov- 
ernment securities, was very weak. 
little restraint, however, was exercised 
debt-management the Treasury 
used its cash surplus redeem some 
the maturing issues. 

1947 action was taken narrow 
the spread between short and long-term 
government securities. Both the bill 
rate and the certificate rate were in- 
which action effectively re- 
duced the shifting the short-term 
securities the Reserve banks. 
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the latter part the year 
(1947) very sharp reversal the 
previous situation developed. Instead 
the short-term securities being 
shifted the Federal Reserve, long- 
term issues were sold very great 
volume. Sales investment institu- 
tions and other nonbank investors, 
well sales banks, resulted 
decline the market prices these 
securities. The Federal Reserve there- 
upon shifted its support buying the 
long terms, but uncertainties concern- 
ing the level which such support 
purchases would made caused the 
selling wave broaden. Christ- 
mas Eve, 1947, support prices were 
lowered level only slightly above 
par. 

Federal Reserve support purchases 
long-term issues continued 
large scale until the market strength- 
ened November 1948. 

the meantime commercial bank 
loans were increasing, the net increase 
1947 being $7.25 billion, and non- 
bank such consumer credit 
and real estate mortgage credit, was 
continuing steady upward march 
thereby exerting great pressure the 
prices most types goods and 
property. Total money supply—ad- 
justed deposits and 

1948 the postwar increase the 
money supply was halted. 
money supply declined billion. 
This result, however, was not achieved 
small declines each quarter 
billion dollars for the four quarters 
combined. When each quarter the 
year examined one observes very 
great decline the money supply 
the first quarter and substantial in- 
creases each quarter thereafter. 


The figures billions dollars are: 
first quarter, —6.0; second quarter, 
+1.7; third quarter, +1.2; fourth 
quarter, +2.2. 

The small net contraction the 
money supply for the year whole 
took place despite increase bank 
loans and net gold imports each 
quarter the year. These two fac- 
tors—bank loans and gold inflow— 
were factors increase the money 
supply the amount $6.7 billion. 
Only the use large Treasury cash 
surplus retire government securi- 
ties held the banking system the 
first quarter kept this rising tide 
bank lending from becoming very 
great inflationary factor economy 
already highly inflated. 

The record the first quarter 
1948 shows that can done—that 
coordination monetary and fiscal 
policies can effectively reduce the 
money supply period boom. 
For the remainder the year, how- 
ever, Treasury and Federal Reserve 
operations combination did not off- 
set the effect in- 
bank loans the money 
supply, discourage rise bank 
loans. 

Near the end 1948 and for much 
1949 many nonbank investors who 
had been sellers long-term restricted 
government securities turned the 
buying side, which, you know, 
effected shift from money-supply- 
ing procedure one money- 
destruction the extent that such 
securities were supplied the bank- 
ing system. This factor decreasing 
the money supply, however, was more 
than offset increase bank 
loans, bank purchases govern- 
ment securities issued finance the 
Treasury deficit, and bank holdings 
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other securities. balance, bank 
deposits and currency increased about 
billion 1949. 

Yields government securities fell 
steadily during the year. Except for 
the Federal Reserve supplying the 
market with securities, market prices 
would surely have advanced even more. 
This was clearly shown the sharp 
rise prices all government securi- 
ties July after sales from the Open 
Market Account temporarily were 
stopped following the June new 
policy announcement, 

The great demand for govenrment 
securities came not only from nonbank 
investors—it also came from banks be- 
cause banks had great amount 
funds available for investment 
result three series reduction 
reserve requirements. the extent 
that securities were purchased with 
these funds from Reserve banks, these 
transactions represented mere shift- 
ing earning assets from the Reserve 
banks the commercial banks. 
enhancing the liquidity positions 
banks, these reductions required re- 
serves might possibly have served 
encourage the increase the volume 
bank loans which took place the 
latter part the year. Coincident 
with the rise bank loans and pick- 
business activity, some firming 
interest rates took place which be- 
come more noticeable the early 
months 1950 the Federal Reserve 
supplied securities the money 
market. 

Recently Sproul the 
Federal Reserve Bank New York 
said, There cannot purpose- 
ful monetary policy unless the Federal 
Reserve System able pursue al- 
ternating programs 
‘neutrality,’ and ease, the business 


and credit situation require.” Per- 
haps this statement adequately de- 
scribes recent Federal Reserve policy. 
recent policy, might serve guide 
future policy determination. 

This review postwar money 
market developments and Federal Re- 
serve and Treasury operations raises 
many interesting questions. shall 
make few comments some them. 


bank loans: 


Since bank loans $4.3 bil- 
lion 1945, $5.3 billion 1946, 
$7.4 billion 1947, $5.2 billion 
1948, and $1.6 billion 1949, this 
cause changes the money supply 
worthy brief comment. Bank 
loans, especially period well- 
nigh full employment, can highly 
inflationary, contrary widespread 
opinion the banking fraternity. 
This true whether the bank loans are 
for production consumption pur- 
poses. made for productive 
poses period full employment, 
bank loans increase the money supply. 
Pressure the price level exerted 
these goods, productive loans the 
money which they create competes for 
goods and services. 


II. Federal Reserve support 
purchases government 
securities 


well-known that the Federal 
Reserve System accepted early 
1937, not earlier, the responsibility 
for maintaining orderly conditions 
the market for United States securi- 
ties. When March and April 
1937 there occurred sharp break 
the bond market, the Federal Reserve 
System intervened help stabilize 
that market. Again September 
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1939 the outbreak war Europe, 
the Reserve System engaged large 
scale open-market operations for the 
purpose “exerting steadying influ- 
ence the entire capital market” and 
for the purpose “safeguarding the 
large government portfolio the 
member banks from unnecessarily wide 
and violent fluctuations 
(Annual Report for 1939). 

was not, however, until December 
1941 that the Board, after increasing 
reserve requirements the limit 
its statutory powers earlier the year, 
announced that the “Federal Reserve 
banks stand ready advance funds 
all banks.” 

Mr. McCabe, replying part 
the Douglas questionnaire, said: 
“Tt became the responsibility the 
Federal Reserve authorities see 
that sufficient reserves were made 
available maintain stable rate 
level” order serve the following 
purposes 

(1) encourage prompt buying 
securities investors, who might 
otherwise have awaited higher rates; 

(2) assure strong and steady 
market for outstanding 

(3) keep down the interest 
cost the war debt; and 

(4) limit the growth bank 
and other investors’ earnings from 
their debt holdings. 

Which these four points have 
relevance the 1946-49 
Number does not, since the Treasury 
had float new issues. 
Number does not, because banks and 
other investors found more profit- 
able invest other securities 
expand their loans based the pro- 
ceeds the sales government securi- 
ties the Reserve banks. Number 


and remain relevant points. They 
are, reality, one, rather than two 
points. 

keep down the interest cost 
the debt must elevated the top 
position among the Treasury’s reasons 
for continuing the pegged rates for 
long after the end the war. least 
for the short-term issues, strong and 
steady market could have been main- 
tained higher rates. Hence the 
maintenance strong and steady 
market could hardly have been reason 
for keeping those rates pegged low 
rate. “strong and steady market” 
for the long-term issues might more 
easily have been achieved had the 
short-term rate been allowed rise 
less And, combination 
with higher rates the short-term 
issues, strong and steady market for 
the bonds might have been achieved 
price slightly below par, although 
one sure because the 
psychological factor involved. 

Evidence quite strong that the 
toward 
higher interest costs the 
debt was the Number consideration 
the postwar maintenance the 
wartime level and structure interest 
rates government securities. 

If, for any reason, the foregoing 
statement displeases, let substitute 
another follows: Evidence quite 
strong that better coordination 
monetary, fiscal, and debt-management 
policies would have been very helpful 
coping with inflationary tendencies 
the economy the 1946-1949 phase 
the postwar period. 


the efficacy higher in- 
terest rate restraining 
force period inflation: 


The answer the Board Gov- 
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ernors question the Douglas 
questionnaire pertaining interest 
rates very interesting. refer 
the following 

“Would monetary and debt-man- 
agement policy which would have pro- 
duced higher interest rates during the 
period from January 1946 late 1948 
have lessened inflationary 
And the following part the 
Board’s answer: 

“The repercussions 
throughout the economy other 
tions, apart from lessening the con- 
tribution new credit toward infla- 
tionary pressures, must also receive 
attention considering policy 
higher interest rates. Such alterna- 
tive monetary and debt-management 
policy might have brought about grave 
disturbances the market for Govern- 
ment securities, with damaging reper- 
cussions our entire 
mechanism, well seriously ad- 
verse effects upon public confidence 
the Government’s credit. The interest 
cost the debt would have 
been increased, and the Treasury’s re- 
funding operations made more diffi- 
policy higher interest rates 
might have led selling 
marketable obligations, loss confi- 
dence financial institutions, and 
perhaps large redemptions savings 
bonds. Moreover, policy higher 
interest rates might have had such re- 
strictive effects private financing 
bring about sharp down-turn 
business rather than merely restrain 
inflation. Thus while greater freedom 
action with respect interest rates 
might have permitted some desirable 
further restraint, the Federal Reserve 
System would, nonetheless, have been 
compelled proceed cautiously, re- 
versing itself other dangers became 


important. While unfortunate 
that further tightening rates was 
not permitted, categorical answer 
can given how much that 
approach could have accomplished 
lessening inflationary pressure during 
the first three postwar years. 
greater effort should, however, have 
been attempted.” 

The Douglas Committee agreed with 
the last statement, namely, greater 
effort should, however, have been 
attempted.” one its 
dations said: 

“The vigorous use 
monetary policy anti-inflation 
measure has been inhibited since the 
war considerations relating hold- 
ing down the yields and supporting the 
prices United States Government 
securities. long-run matter, 
favor interest rates low they can 
without inducing inflation, for low 
interest rates stimulate capital invest- 
ment. But believe that the advan- 
ages avoiding inflation are great 
and that restrictive monetary policy 
can contribute much this end 
that the freedom the Federal 
serve restrict credit and raise in- 
terest rates for general stabilization 
purposes should restored even the 
cost should prove significant 
service charges the Fed- 
eral debt and greater inconvenience 
the Treasury its sale securities 
for new financing and refunding pur- 


worthy point emphasis concern- 
ing the efficacy higher interest rates 
inflation that central bank’s action 
nudging the interest rate upward 
that small change the interest 
rate may more significant than 
might seem be. small rise the 
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interest rate may signify tightening 


the supply and availability loan- 


able funds. 

Paul McCracken expressed the point 
trying make the following 
“Tt essential remember that 
when used the term interest rates, 
were really using sort symbolic 
shorthand cover the whole phenome- 
non availability funds. But then 
tended forget that the term in- 
terest rates was merely 
started analyzing the symbol the 
substance, and came the not surpris- 
ing conclusion that was not very 
important determinant the level 
business activity. thereby over- 
looked the fact that the phenomenon 
rising interest rates means great 
deal more than just charging the bor- 
rowing customer half per cent more 
applications get more careful 
Some get pruned down. Others are 
turned down altogether, which would 
earlier have been granted. Financial 
institutions investment account be- 
gin pursue wait-and-see attitude, 
with the result that new issues become 
difficult float favorable terms. 
The institutionalization 
personal savings means that their 
availability borrowers had become 
extremely sensitive 
changes interest rates. Thus, sav- 
ings out income the position 
the consumption function) may 
little affected interest rate changes, 
but the availability the savings 
borrowers very much affected, prob- 
ably more than the past.” 


TV. controls: 


Some economists seem hold the 
view that should rely not the 


judgments any board with powers 
formulate and implement monetary 
and policies—that should, 
rather, rely mechan- 
ism that operates does thermostat. 
Now, that fine idea, but doubt 
that will work, for two reasons: (1) 
politicians won’t let work, and (2) 
when the automatic mechanism breaks 
down, likely will do, have 
action whatsoever—as heat the 
house when the thermostat “goes 
the blink.” Moreover, cannot 
very sanguine over the chances ob- 
taining agreement the “right” 
formula gadget. should not for- 
get that spent long time building 
the commercial loan theory into our 
banking system only find when 
got installed that didn’t fit the 
model the ma- 
chine. 

conclusion, retrospective view 
the postwar financial situation re- 
veals that the monetary and poli- 
cies pursued did not present well- 
formulated and well-executed attack 
the problem inflation. was 
pointed out the Douglas Report, 
“The vigorous use 
monetary policy anti-inflation 
measure has been inhibited since the 
war considerations related hold- 
ing down the yields and supporting 
the prices United States Govern- 
ment securities.” 

effective fiscal policy the same 
period was inhibited political con- 
siderations which prevented persist- 
ent attack the problem inflation. 
Although short periods time 
since the war the fiscal policies which 
were pursued did result diminu- 
tion the money supply 
through the building Treasury 
cash surplus, the total impact high 
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government expenditures and the pur- 
suit “easy money” such fields 
residential building was highly infla- 
tionary effect. 

The record indicates great need 
for coordinated monetary and fiscal 
policy for the future. the words 
the Douglas Committee report 
appropriate, flexible, 
monetary policy, employed coordin- 
ation with fiscal and other powers, 
should our principal instrument for 


achieving and maintaining economic 
stability Those who would oppose 
using monetary, credit, 
policies for stabilization purposes, 
either refusing give the govern- 
ment adequate powers obstruct- 
ing its use these powers, must either 
oppose the purposes the Employ- 
ment Act find other methods 
equal effectiveness and equal com- 
patibility with our democratic, free- 
enterprise system.” 


BOOK REVIEWS 


Economic Ideas: Study Historical 
Perspectives. Ferdinand ‘Zweig. New 
York. Prentice-Hall, Inc. 1950. $2.25. 


Professor Zweigh concerned with the 
interpretation history this volume. 
Every generation interested different 
parts the immense and infinite wealth 
material presented historical experi- 
ence and will therefore choose different 
criteria for the selection material. 
The chief interest the present-day 
economist turned the institutional 
and historical school, which stresses the 
importance institutionalist setting and 
mass behavior for the study economics. 
The modern planner primarily in- 
stitutionalist and behaviorist. The schools 
marginal utility and mathematics, 
popular with economists the last cen- 
tury, have lost much their former in- 
terest since they are based assumptions 
which have lost much their validity for 
our age. Professor Sweig deals ideas 
and men who have espoused economic 
ideas. presents splendid digest 
the ideas men from the days Ricardo 
and Marx these later days Lenin 
and Keynes. also considers the stages 
economic development from medieval 


days the present and critically ex- 
amines the doctrine planning with its 
goals balanced economy and the 
full employment. 

Sears, New York University. 


Problems American Civilization. 
Readings Selected the Department 
American Studies College. 
Boston. Heath Co. 1950. 


Two volumes this new series read- 
ings selected the Department Ameri- 
can Studies Amherst College have come 
our attention. The first “Puritanism 
Early America,” ($1.00) edited 
George Waller, and the second “The 
Causes the American Revolution,” 
$1.00) edited John Wahlke. The 
plan these books identify signifi- 
cant facets the problem under consid- 
eration and provide readings from the 
writings competent scholars and which 
pursue the questions raised full exam- 
ination the particular phase Ameri- 
can history. Some fourteen such volumes 
have been listed available the pub- 
lisher. Sears, New York 
University. 
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The Sales Problem Education’ 


JOHN ISE 


University Kansas 


the Danish attitude toward educa- 
tion one the most interesting 

aspects the life that most civil- 
ized and enlightened country. 
sharp contrast with Americans, the 
Danes believe education, they have 
genuine respect for education, and 
they permit and encourage educational 
work carried their schools. 

party Haslov, Denmark, one 

night, met some the high school 
teachers. About half the teachers 
were men, and they were not timid 
and furtive, but upstanding, confident, 
reasonably well-dressed, scarcely dis- 
tinguishable outwardly the 
American Rotary asked one 
them how men could induced 
into teaching. looked puzzled, 
but explained that teaching, even 
high school, was good life, even hon- 
orable. asked him teachers did 
not hold precarious tenure, were not 
likely fired for entertaining and 
expressing wrong opinions import- 
ant questions. Again seemed puz- 
from the Belgian Congo, but said 
course teacher was ever dismissed 
for anything but incompetency. 
short, teaching Denmark re- 
spected vocation, teachers are respect- 
ed, and education 
business. 

But avoid possible misunderstand- 

ing must define terms. “edu- 


Based part address given 


cation” not mean training the 
vocational and trade schools that en- 
roll most the students what 
Americans call universities—in engin- 
ering, law, pharmacy, business, agri- 
culture, medicine and dentistry. For 
the present let call that “training,” 
even though slip some educa- 
tional work into the curricula these 
schools. Our engineers often take 
much three hours economics. 
Neither can include here all the 
work literature and the humanistic 
studies, except far tends de- 
velop broad and generous social 
philosophy. Education this sort 
partly largely consumers’ good, 
designed build richer not hap- 
pier lives; and surprisingly well 
done, Professor Sandage’s study 
proves spite the fact that the 
American social milieu rather hos- 
tile such work. The people are not 
opposed it, but regard only 
decorative significance. education, 
the present analysis, mean 
ing students think judiciously and 
sanely about important social, eco- 
nomic and political problems—making 
intelligent citizens them. edu- 
cation this sense that the Americans 
desperately need but not usually tol- 
erate; education this sense that 
the Scandinavians carry supremely 
well. 

Americans have always been deeply 
interested schools. They tax them- 


the dinner session the Midwest Eco- 


nomics Association, Des Moines, April 22, 1950. 
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selves heavily build fine school 
buildings, especially the gymnasiums 
around which American intellectual 
life largely focuses, buildings which 
have somewhat the same significance 
the physical, intellectual and 
spiritual the cathedrals 
France Italy. Scandinavian, 
visiting America, and seeing our 
would 
assume that had almost reverence 
for education, but would bad- 
mistaken most Americans are; 
would not see what hollow shell, 
what spurious, hypocritical facade 
much this business is. Americans 
spend much hard-earned money for 
schools, but most them are opposed 
education. 


the schools they pay 
teachers somewhat less than plumbers 
earn, for the reason course that 
education regarded less import- 
ant than plumbing; 
teachers live social gold-fish 
bowls, that their morals may con- 
stantly supervised. Teachers must 
maintain high moral standards, al- 
though don’t see how they can, with 
many high school students around. 
The people insist that teachers must 
hold satisfactory views all import- 
ant questions—in religion and polities, 
for instance, for the freedoms guaran- 
teed the constitution are not accord- 
teachers. The teachers must 
much hardier than university teachers, 
for they must teach five six hours 
day, grade papers night, teach 
Sunday-school classes Sunday, and 
supervise student morals all times. 
They must docile and obedient and 
cooperative their relation the 
superintendent and principal, must 
not assume that they have the 
rights and privileges organized 


truck drivers plumbers hod car- 
riers. They are only teachers, and 
Americans not regard teachers very 
highly. 

the priesthood have 
the most difficult task the business 
world because are trying sell 
consumers something that very few 
want. Producers bread, automo- 
biles, radios, tobacco, and whisky have 
easy job. Consumers want their 
goods. Surgeons have difficulty 
selling their operations consumers, 
who want restored health; 
lawyers may viewed with suspicion, 
but men who are trouble really need 
and want their services; life insurance 
salesmen provide desired security 
against the various hazards life; 


preachers easily sell security against 


later hazards men and women for 
whom life insurance and social secur- 
ity not run for long enough time. 
some the producers are 
obliged create the want satis- 
fied, but the advertisers are skilled 
this business, and having created the 
want the sales problem not difficult. 


must concede that our product 
not such attract indifferent 
try sell education 
elaborated textbooks, which are 
commonly the dullest, deadest, dreari- 
est, most laborious, soulless, 
tory type literature offered for sale 
—the type that one would conceiv- 
ably read without compulsion. the 
preface own book, own 
wild, adolescent hope that someone 
might read who did not have 
so, and date have letters from 
nearly score people who claim 
fill these specifications; but have 
doubt this figure should down 
somewhat. Allowing for friendly 
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charity and unintentional mendacity, 
that perhaps dozen 
people read book who wanted to— 
about one one-hundredth one per 
cent the total readers—not im- 
posing contribution the sum total 
human happiness. 

Even our textbooks are, however, 
models clarity and interest com- 
pared with some the late models 
theoretical analysis. The fearful jar- 
gon much the “new 
like the Zulu witch 
prospective purchasers away from our 
most interesting and once popular 
study; and such evidence have re- 
garding graduate study economics 
suggests that doing that. Such 
jargon indeed appearing most 
university studies, and probably in- 
evitable, even necessary, scholars 
enlarge their knowledge and refine 
their analysis. Much the recent 
theoretical work sociology and psy- 
ble only few professors the 
field, anyone. Indeed may 
look forward confidently time 
when laymen will able under- 
stand little nothing that professors 
say write, and for economics that 
will least unfortunate, since 
much our can use 
only realized legislation, which 
means that must intelligible 
legislators and their constituents. 
course, can make exact 
science economics, some our 
younger messiahs now promise, that 
will reliable use business 
men and politicians, and particularly 
speculators the stock and ex- 
change markets, would not want 
understandable the vulgar 
masses. will then new priest- 
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hood with recognized monopoly 
the way salvation. But when con- 
sult three four priests the New 
Exacto Science and Faith 
ticular question and get three four 
different and contradictory views, 
gain the impression that the priests 
are not quite clear the way 
heaven and that the sinner seeking 
salvation will well select his 
priest and his incantation with the 
greatest care, that there are many 
ways salvation, and that makes 
little difference which take—and 
this poor sales argument for any 
particular brand salvation, in- 
deed for any salvation all. 

academic life some thirty- 
six years, have seen four waves 
prophets emerge from the desert 
ing the wrath come, proclaiming 
death banishment the senescent 
and senile disciples older orders, 
and promising new faith that would 
really miracles. Some thirty-five 
years ago, some the statisticians dis- 
covered that theory was the 
futile, fatuous exercise feeble old 
men, and promised new scientific 
economics based facts. They did 
indeed find facts, and after some years 
learned what with some them. 
few years later the institutionalists 
came forward with the suggestion that 
all the doctrines proclaimed the 
prophets were much twaddle, 
which must thrown away before the 
temple the true faith could built. 
Some years later, Chamberlin and 
Robinson proceeded batter the 
Paleolithic temple, and some their 
disciples declared that must 
totally demolished clear the way for 
respectable edifice. about the 
same time another order prophets 
announced that the doctrines the 
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older prophets were validity, 
and that only mathematics could cure 
their vices. And then came Lord 
Keynes, the Earth-Shaker, followed 
army adolescents, like the Pied 
Piper Hamlin, declaring that all 
earlier faiths were much sounding 
brass and tinkling 

Far from criticise those 
who criticise. are beholden all 
them, but they have undermined the 
confidence consumers our pro- 
and have made our sales prob- 
lem more difficult. Prospective pur- 
chasers who are suspicious our 
goods anyhow can quote our own dis- 
sident disciples the effect that 
are all charlatans, dealing spurious 
products. 


Then course lecture stu- 
dents under the lecture and regurgita- 
tion system. This custom has cer- 
tain value. chancellor once 
said, the greatest need college stu- 
dents sleep, and the lectures enable 
students sleep. There profes- 
sors strong propensity lecture, 
and indulging this propensity 
receive considerable proportion 
our total income “psychic” income. 
unfortunate that our propensity 
lecture out proportion the 
students’ propensity listen, but the 
largely made good 
the students propensity 
Keynesian terms, equals the profes- 
sors’s propensity lecture, the stu- 
dents’ propensity listen, the stu- 
dents’ propensity sleep class, and 
the students’ propensity cut class 
and sleep bed. Our equation then 
X-Y-Z: but should have 
apply the multiplier all these, 
since they are 
After all, have something similar 
any buyers’ market, where the 


amount supplied exceeds the amount 
demanded because the price too 
high. Keynes would doubt say, 
equilibrium tends finally 
reached, but one which the stu- 
dents are mostly asleep and the pro- 
stable 

When the priests disagree they are 
always likely lose customers and 
through the present schism our own 
study are doubt losing the con- 
fidence customers and considerable 
volume sales. there were only 
two brands faith, the Keynesian 
Kids and the older order Paleoli- 
Prophets merely offered two com- 
petitive brands faith, without 
sorting unethical criticisms each 
other’s products, buyers might assume 
that both products were good, might 
rejoice the choice offered them, the 
choice between going hell way 
neo-classical Paleolithic deflation and 
stagnation. But the amenities ethi- 
cal competition have not always been 
observed; each our competing 
orders has times hinted that the 
other dealing shoddy doctrine; 
the Keynesian Kids have rather open- 
proclaimed that all the prophets 
from Adam Smith Marshall, and 
even down the year the Holy 
General Theory, were fools, numskulls, 
ignoramuses, nitwits, and nincom- 
poops, who spent their arid lives look- 
ing for the wrong things the wrong 
place the wrong way, finding 
nothing, but gaining spurious and 
transitory glory because there was 
yet prophet the true faith 
show the way light and life and 
salvation; while the Order Paleoli- 
Prophets have occasion pro- 
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claimed that the Keynesian youth were 
false the Prophets Baal. 

The main difficulty is, however, not 
ourselves, but our stars. are 
trying sell something that only 
few want, trying feed the bread 
life students who hunger rather for 
the fleshpots the bourgeois philis- 
tines, perhaps are not hungry for 
anything. have impossible 
task. their homes, these young men 
and women have absorbed the philoso- 
least cupidity, the economic doctrines 
Hamilton and Hoover, perhaps 
Franklin Roosevelt, the moral im- 
peratives the sanctity the profit 
motive and the American Way 
Life. the schools, where the 
children have been herded women 
who combine the functions nurse- 
maid, missionary, police-matron, and 
perhaps limited extent teacher, 
the children have largely evaded the 
educational process, although they 
have been trained graphic arts, 
cooking, folk dancing, citizenship, 
football, basketball and assorted ath- 
letics, and, having plenty leisure, 
have learned smoke, drink, make 
love, push the accelerator, talk silly 
nonsense, and otherwise deport them- 
selves befits leisure classes every- 
where. The budget certain Kan- 
sas high school—$3,500 for the foot- 
ball coach and $25 for books—draws 
the general picture clearly. President 
Colwell the University Chicago 
reported have said that our high 
school graduates are illiterate, quite 
unable read and write; but such 
statement exaggerated and likely 
misunderstood. Most the gradu- 
ates are indeed illiterate, but, like 
most young people they can read books 
and magazines which are simple and 


salacious. These young men and 
women are, however, ill-fitted fol- 
low any education program, and most 
them are not interested doing 
that. 

The union football and education 
morganatic the point mis- 
cegenation, tie close that makes 
marriage look like rampant 
free love. College 
there any other athletics import- 
ance let say, the natural and 
spontaneous manifestation the in- 
stinct for play, common the young 
most mammals. healthy mind 
healthy body, that the end sought; 
and the black eyes, broken noses, 
sprained ankles and Charley Horses 
are only the honorable scars won 
pursuit this end, somewhat 
earlier years the clipped ears and 
noses and scarred cheeks German 
students attested their earnest pursuit 
knowledge. Athletics training 
citizenship. course our college 
athletics calls for money—it has been 
rumored that one football team our 
valley costs $200,000 year—but this 
money willingly given 
alumni, and well spent, for the only 
thing educational that our alumni are 
interested in. Here see the only 
known important function which 
makes doubtful would alto- 
gether wise poison our students 
the day graduation, prevent them 
from becoming alumni. 

sometimes said that there 
too much specialization this 
business, that only few develop the 
splendid bodies which the minds 
are developing are assumed de- 
velop later, while the millions cheer- 
ing spectators exercise and overdevelop 
their lungs; but course specializa- 
tion the trend the times and 
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cannot evaded. Furthermore, fol- 
lowing the leader shouting for the 
team quite the American tradi- 
tion, excellent training for Ameri- 
can citizenship and American coopera- 
tive free individual enterprise, and 
for boosting the home town the 
home state valuable real estate any- 
where. 

Perhaps some other form ctizen- 
ship training might better. Bull 
fighting would have some advantages 
that would for fewer per- 
formers and would cost less. Bulls 
could bought for little $1,000. 
half the spectators could induced 
cheer for the bull the fine emulative 
spirit college football could pre- 
served, the university with the biggest 
bull would the greatest university, 
and course the bull would free 
difficulty with grades. possi- 
ble that this would not interest stu- 
dents much some our athletic 
battles, but would preferred 
studying. 

Football thus democratic diver- 
sion, substitute for education which 
available all students irrespective 
ancestry, wealth social grace. 
Fraternities appeal more limited 
clientele, but for the upper-class stu- 
dents they afford reason for going 
college, and escape from the 
stifling atmosphere formal educa- 
tion, while they afford moral training 
high order and preparation for 
life. 

wonder, indeed, that our stu- 
dents prefer the fraternity houses 
the class rooms. The houses are more 
distinguished, more swanky, they 
speak more clearly pecuniary re- 
putability, and yet they are more rest- 
ful the mind and, further ad- 
vantage, the houses are largely paid 


for the parents, whereas students 
must their own studying, any. 
recent years there has been re- 
markable proliferation professional 
fraternities, chartered presumably 
promote comradeship, competency, 
high ethical ideals, leadership, citizen- 
ship, spirit, banqueting, danc- 
ing and other spiritual ideals and di- 
versions and distractions, and possibly 
but not certainly education. The use 
Greek letters attests the high char- 
acter these organizations, and most 
are anxious join, some be- 
cause they have achieved other 
fraternities, others from the mere 
habitual and characteristically Ameri- 
can propensity join—as Keynes 
would express it. They hold meetings 
where they listen domestic profes- 
sors, who have been lecturing them 
for weeks, sometimes imported 
professors distinction, business 
men sagacity and substance; and 
all them hold national conventions 
where they consider the problem 
maintaining the high standards the 
fraternity, whatever that may mean, 
and whatever respects those stand- 
ards may wabbling. Most the 
contributions the members these 
fraternities are paid the national 
headquarters maintain the traveling 
secretary inspector, revivalist and 
quarterly herd book which records the 
distinguished achievements all the 
brothers everywhere, with pictures 
conclaves and banquets and other fes- 
tive and intellectual diversions. But 
national organization gives the mem- 
bers fine sense dignity and re- 
sponsibility, lateral and territorial 
expansiveness. The greatest virtue 
these fraternities, however, that 
they offer occasional release and 
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diversion from the drudgery formal 
education and opportunity for the 
brothers get together different 
pattern from that the class room; 
and course they face examina- 
tions the proceedings. 

But the students prefer many other 
things education. Much time 
given school and since 
there are issues school polities, 
this training for American 
political life later. The students 
spend much time student govern- 
ment where they learn how run 
votional and inspirational exercises, 
where devout professors address them 
the duties and responsibilities 
Christian living. They devote much 
time the selection and training 
cheer leaders, and the selection 
queens for all the festive occasions— 
there should really kings too, the 
royal blood not run dry. 

most our students not hun- 
ger and thirst for the intangible riches 
intellectual adventure for its own 
sake. few, God bless them, so, 
and spread modicum roses along 
our barren path; but most our stu- 
dents are not concerned with the things 
the spirit, but seek merely the 
shortest, speediest and easiest route 
pecuniary affluence, this respect 
being the natural fruit the crude, 
soulless, materialistic, machine-ridden, 
clattering, roaring, hurrying, price- 
worshipping philosophy that has pro- 
vided our fair land with the most cars 
and the best plumbing and the most 
radios and the worst the 
world, and more and bigger slums and 
drearier towns and uglier cities, and 
more fools driving faster get 
away from them, and more red-bait- 
ing fanatics and gestapos trying 
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preserve largely non-existent rugged 
individualism through 
rowed from Hitler and Joe Stalin. 
Most our students are after success, 
money, and response this demand 
are turning our universities into 
agglomerations trade schools where 
may require much education 
the students and the people will stand 
for. 

But cannot well condemn these 
young men and women for avoiding 
education. Studying and thinking are 
hard work, not the favorite indoor 
sports even most professors, who are 
paid for engaging edu- 
cated man woman would some- 
ciety, unlikely make friends and in- 
fluence people. their own interest, 
young men should avoid education 
far possible; and young women 
should avoid the interest do- 
harmony, since they are likely 
marry the men. not con- 
demn the students who prefer wealth 
and ignorance and happiness pov- 
erty and education and distress. After 
all, wealth may used for noble pur- 
poses—for instance add bath rooms 
the house—there fine spirit 
bathroom contribute the 
fund for buying football players. 


considerable majority our 
students not want education. 
Unfortunately, almost always the 
schools, and rather commonly 
the colleges, the school heads them- 
selves are opposed education, be- 
cause causes much trouble, and 
may even result job-severance and 
black-listing. school superintendent 
who has been remiss permit 
educational work his social science 
department likely lose job. 
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best, educational work always in- 
terferes with the task raising money 
for education, because antagonizes 
the men and women who taxpayers 
philanthropists provide much 
the money for schools. Rather than 
engage such hazardous activity, 
many school administrators devote 
their funds training, 
which the American regards 
with much favor, particularly 
which has every American virtue, 
being spectacular, and non-educational, 
the maintenance public rela- 
tions agencies raise more money 
raise money raise more 
money. Educational work often inter- 
feres with this beneficent circle. 

Here see one reason for the mul- 
tiplicity bureaus and institutes and 
departments and offices all Ameri- 
can universities, many them set 
keep professors away from educa- 
tional work, and research for the 
benefit some particular influential 
group, for the general good harm 
all. Often able men are given such 
work, the general theory that 
very important and demands high tal- 
ents, whereas anyone competent 
the teaching. Our newest bureau 
office that musical therapy, 
where are trying ascertain the 
value Beethoven the 
treatment misanthropy, melancholia 
and stomach ulcers. 

Most definitely, the outside world, 
the merchants and bankers and bakers 
and candlestick makers, does not favor 
education—in the sense which 
have defined that does not re- 
spect either education educators. 
There are various reasons for this. 
the first place, most teachers are not 
wealthy, not have the outward and 


obvious indicia pecuniary reputabil- 
ity. Most them not even have 
the physical and personal characteris- 
tics that Americans esteem, the pep, 
fire, vigor, vitality, zest, speed, optim- 
ism bounce buoyancy and flambuoy- 
ancy the better bourgeois classes. 
the contrary they are likely 
dyspeptic, anaemic, 
hesitant, with thoughtful droop 
the trousers. Americans not rate 
such qualities high. 

The wives our professors not 
embellish the picture greatly. Some 
them are fairly well nourished, and 
not altogether unattractive, although 
they not have the appearance so- 
cial but must distinguish two 
general classes. the first class are 
those who married for love, who share 
cheerfully their husbands’ devotion 
learning, not pine for beef steaks 
and fur coats. the second class are 
those who married professors because 
they were unable achieve more suc- 
cessful men, women who saw their 
arms growing thin, their clavicles pro- 
truding, and finally accepted such hus- 
bands they could get. These are 
course not nature the most beauti- 
ful women, and they often wear ex- 
pression stoical resignation, per- 
haps furtive and harried indecision, 


wondering whether they might 


not have done better they had waited 
bit longer. Altogether the faculty 
wives not enhance the prestige 
with the American 

What the teachers social studies 
teach, furthermore, cannot ordinarily 
respected, because does not point 
the way profits. Economic poli- 
tical social intelligence may 
needed, save the nation and the 
world, but our people are not in- 
terested saving the nation the 
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world. That they can turn over the 
Un-American committee. They are 
interested profits and the objec- 
tive manifestations pecuniary suc- 
cess. intelligent understanding 
our foreign policy, the Taft- 
Hartley Act, has discernible earn- 
ing value; and detected, likely 
arouse public suspicion commun- 
istic subversion. 
Americans—and this would course 
include professors economics—are 
commonly believed communists. 


Perhaps may have concede 
that economists are not very effec- 
tive salesmen education for yet 
other reasons. Teachers are not very 
great men and women, course 
they would not teachers. They are 
only what left after the deans have 
been picked out. Our more ambitious 
individuals naturally into vocations 
that are more respected the Ameri- 
can public—business, the more 
lucrative professions: those who enter 
teaching are the ones who can con- 
tented with the pursuit learning for 
its own sake, those who have not 
the courage and resolution any- 
thing more dignified. Furthermore, 
many teachers are obliged devote 
most their energies work com- 
mittees, rather than selling educa- 
tion. All great have 
many committees professors, which 
the unimportant tasks adminis- 
tration, those tasks which not seem 
important enough engage the atten- 
tion the president deans 
assistant-deans sub-deans acces- 
sory-deans, other administrators 
sub-administrators. own uni- 
versity have only general stand- 
ing committees, including the commit- 
tee committees, and few scores 
special committees and subcommittees 


and temporary committees, including 
the committees for the encouragement 
research and scholarship and 
tive teaching. many these com- 
mittees there are deans administra- 
tors who can interpret the rules and see 
that the professors not anything 
unwise. These committees serve 
decide examination schedules, 
guard student morals, give the courses 
numbers and arrange them proper 
order, and perhaps assist the deans 
drawing new rules and interpreting 
old ones. Many professors serve 
many dozen committees, and thus 
are enabled pass the time and 
gain insight into the less important 
administrative problems. Since there 
little importance do, most 
committee meetings are not very in- 
teresting, and some professors bring 
their knitting the sessions, but they 
enjoy them simple way. Such 
committee work does not however, 
leave professors much time develop 
their talents salesmen education. 


Here see very serious fault 
our methods. have not the char- 
acteristically American booster spirit 
that powers the spirit men and 
things done. Perhaps some you 
have heard that great Rotary Anthem: 


Mighty Union! Glorious Plan! 
Worldwide Brotherhood Man, 
Friendship, Service, Liberty, 

All are found Rotary. 


Ours the joy prove the test, 

profits most who serves the best, 
Let every brother sing with zest, 
Long live the day Rotary 


Here are powerful crusading faith 
and consecration, ladies and gentle- 
men, such never bring our 
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own task! could bring the 
same spirit play the promotion 
education, might move moun- 
tains, possibly even sell little edu- 
cation. 
perhaps might take lesson 
from the fraternities. How often 
the stilly night have heard that mov- 


ing chorale, sometimes slightly 


you don’t Beta Theta 
Oh, you won’t Heaven when you 
die, 


When you die! 


There perhaps measure 
exaggeration here, but surely un- 
important relation the splendor 
the general theme. 

Similarly moving, inspiring and 
energizing are those promotional 
songs our great industrial firms who 
seek serve selling goods 
the need for which have seen too 
dimly not all—liver pills, 
whisky, cigarettes, soap and chicken 
feed. 


“Feed your chicks Nutrena, Nutrena, 
The best feed that money can buy” 


characteristic American folk song, 
American 
lynching and kidnaping, potent not 
only sell Nutrena and build 
the health our flocks, but energize 
the farmers who mingle their morning 
prayers with its haunting melody and 
then forth sow and till and reap 
that there may food and susten- 
ance for the nation. The American 
Way! The Best Way! The way free- 
dom and individualism and enterprise 
and Americanism and chicken feed. 
Our people may well lack the political 
sophistication and sagacity some 
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the more enlightened peoples abroad, 
but surely they have the crusading 
spirit—or shall say the propensity 
ebullient enthusiasm 
which stirs the hearts men and 


keeps the money circulating. 

teachers have equally effec- 
tive techniques; have song with 
which begin our classes, even our 
festive banquets. 


Only salvation the nation 
Man and woman every station 
Without surely face damnation 


Perhaps this could improved, but 
offer tentative singing com- 
mercial for our work, something con- 
sistent with American ideals. And 
suggest that our loyalty oaths, which 
take only once, are not adequate 
substitute for the singing our na- 
The Range,” and “The More Get 
Together The Happier Be.” 

further difficulty that teachers 
stock too many differentiated 
more-or-less differentiated products. 
They offer too many courses. Sales- 
men have long recognized that they 
must not offer the buyer too many 
choices, lest become confused and 
ineapable making any choice all; 
but our universities offer thou- 
sands courses—and the high schools 
copy the universities this—covering 
every subject that any professor ever 
became interested Whenever 
professor learns more than needs 
teach one two courses adds 
another course, not because the stu- 
dents need but because thinks 
would interested teaching it; 
and the number courses increases 
professors increases, point where 
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there are not enough students take 
all the courses, and where they take 
most them they not have time 
get education. Consulting the 
catalogue one great university, 
counted 850 courses what called 
education, and then became discour- 
aged and left some uncounted. 
memory serves well, the following 
were some the courses offered: “the 
hiring janitors,” “the psychology 
janitorship,” “nutritional problems 
janitorship,” “reading for jani- 
tors,” “the coordination janitorial 
functions,” “curriculum-building for 
janitors,” “janitorship escapism,” 
and “the coal scuttle its social rela- 
tionships.” Our schools business 
are guilty similar proliferation 
courses, and our problem selling 
made more difficult not only the 
fact that confuse our customers, but 
the fact that too much our stock 
not worth buying. But all this 
only vaguely the problem 
notion that students can not learn 
anything unless they take course 
it. 

hope will not held un- 
American say that all this seems 
unfortunate. fairly clear that 
are botching some our most serious 
problems. For instance, would 
like build defense against com- 
munism. How would enlightened 
people that? The Scandinavians 
democracy, generally satisfactory 
that the vast majority people are 
contented and humor listen 
communist messiahs. The Scan- 
dinavians appear believe democ- 
racy, and believe that the people are 
competent decide matters wisely. 
Americans have different line 


attack. Fearful the democracy that 


they prate about, they abandon 
much possible, adopt fascistic 
expedients and policies, far the 
courts and the constitution permit, 
apparent effort justify Marxian 
strictures capitalism, adopt Stalin- 
ist terroriest techniques, espionage and 
thought control, and conduct them- 
selves generally like the witch hunters 
the time Cotton Mather. this 
way they not only Stalin the honor 
imitation, and provide him with 
excellent propaganda for his news- 
papers, but convey the rest the 
world the impression that have 
very little democracy, and yet think 
too much. might cite score 
instances American boggling 
problems, and the ‘cold war 
not all that are losing. 


such states Wisconsin there 
are indeed great patriotic and farsee- 
ing statesmen who are willing pro- 
tect their people from the most dan- 
gerous forms innocence and ignor- 
ance, and lift from their sloping 
shoulders the heavy responsibilties 
citizenship; but many 
our states there are statesmen 
competent this. any rate, 
many people need our product, more 
than they need Lyons tooth paste 
Alkaseltzer. Our teeth and livers are 
healthier condition than our econ- 
omy our politics, but have 
elixir for our economy and politics. 
Nothing less than vitalizing, health- 


giving, vitamin-packed elixir would 


course, presumably one 
which would provide energizing 
government handout every eco- 
nomics class with more than thou- 
sand votes, paid for God. Nothing 
less would acceptable our stal- 
wart, liberty-loving, individualistic 
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American people; and economist 
has yet been able compound such 
elixir, although the Keynesian youth 
seem have been assembling some 
the ingredients. would healthy 
beginning our people could made 
realize that they have been hypno- 
tizing themselves with their babble 
about education, that they really are 


hostile any such thing, that their 
spacious schools are largely archi- 
tectural false front, that partly 
result all this they are among the 
most innocent economic and political 
boobs the world. could get 
only much across might hope 
set new sales records, notwithstanding 
our poor salesmanship. 


BOOK REVIEWS 


Taxes and Economic Incentives. 
Lewis Kimmel. The Brookings Institu- 
tion. Washington, 1950. Pp. 217. 


The expenditures government have 
become large that the requisite rev- 
enues can produced only prosper- 
ous economy. Total taxes collected 
federal, state, and local governments 
amount over billion dollars year, 
approximately one-fourth the na- 
tional income. generally felt 
economists that fiscal stability can 
achieved the long run only when federal 
revenues are equal expenditures over 
period years and provide surplus 
years prosperity. Yet common 
knowledge that the federal budget has 
been greatly out balance during peri- 
relative prosperity. 

The budget problem the government 
assumes special economic significance be- 
cause governmental revenues vary greatly 
with changes business activity and na- 
tional income. When production and em- 
ployment are not maintained high 
levels, revenues decline more than propor- 
tionately. Moreover, public expenditures 
not correspondingly decrease with the 
fall revenue. Indeed certain major 
items expenditures tend increase 
with unfavorable economic conditions. 
Under the present federal tax system, 
moderate decrease national income 
could mean substantial deficit according 
the author, decline only per 
cent the national income could account 
for federal deficit well over billion 
dollars. 


have tax policy that will promote eco- 
nomic expansion and result high level 
national income. The crux the fiscal 
problem get the requisite revenues 
without unduly disturbing the level pro- 
duction and national income. Production 
and employment and the resulting national 
income must kept high level. 


this study the author has traced the 
effects taxation four incentives that 
are essential free-enterprise economy 
(1) the incentive establish new busi- 
nesses; (2) the incentive for existing en- 
terprises expand; (3) the incentive 
invest; and (4) the incentive work. 
order provide background for 
analysis the effects taxes the 
economic incentives, begins the treatise 
with discussion (Chapter the na- 
ture taxable capacity and the factors 
that determine the ability the American 
people pay taxes. avoids the usual 
temptation drawing picture 
the entire tax system taking into 
account the peculiar characteristics 
particular taxes. Attention focused 
the four classes taxes now 
used the United States—income, sales 
and excise, property, and pay roll—which 
account for about per cent the total 
tax revenues federal, state, and local 
governments. These four classes taxes 
are appraised Chapters VIII from 
the standpoint their effects economic 
incentives. 


the concluding chapter (Chapter IX) 
the findings the author are summarized. 
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Briefly stated, these are the essential con- 
clusions. The establishment new busi- 
nesses and work incentives wage 
earners are not greatly affected taxes. 
Decisions relating business expansion 
are influenced taxes, especially income 
taxes. Small and moderate-sized firms 
hoping plow back earnings into the 
business are seriously affected the 
corporate income tax, which now per 
cent for incomes $50,000 and over. 
Compared with income taxes, the effects 
other taxes business expansion are 
relatively slight. The volume money 
savings for investment “profoundly” in- 
fluenced personal income taxes. High 
income taxes may cause dearth equity 
capital, since individuals who are most 
able assume the risks venturesome 
undertakings are likely deterred 
high tax rates, particularly the marginal 
tax rate—that is, the rate applicable 
the last bracket income. 

The analysis the effects taxes 
economic incentives shows that the prob- 
lem primarily concerned with the in- 
come tax. The author suggests single 
normal tax roughly comparable the 
present first-bracket tax for the personal 
income tax applied all incomes, 
including corporate income which would 
taxed the source. The pro rata part 
the normal tax corporate earnings 
would deducted from dividends de- 
clared. turn, the individual would not 
required pay the normal tax 
dividends received. The plan would allow 
stockholders full credit for the normal tax 
withheld the source, federal 
corporate income tax would materially 
reduced. The author does not favor any 
great reduction sales and excise taxes, 
since these revenues are necessary meet 
the heavy requirements government. 
pays his respects balanced tax 
system that will give due consideration 
the citizen his several roles producer, 
consumer, and investor, with goal for 
the future that will keep the tax burden 
well within the limits taxable capacity. 
Obviously this means that expendi- 
tures must kept within bounds—a 
will the public interest and within 
the peacetime limits taxable capacity. 


The book will great interest 
students public finance not only but 
all citizens who pay taxes for the public 
support. There little that one can 
about the study. The reviewer 
Carleton College. 


Patterns Modern Drama. Edited 
Lodwick Hartley and Arthur Ladu. New 
York. Prentice-Hall, Inc. 1948. vii and 
496 pages. $4.00. 


Patterns Modern Drama collec- 
tion seven plays, well established 
the repertory the contemporary theatre 
and representative the main currents 
drama from Ibsen the present day. 
The plays selected are: Ibsen’s Enemy 
the People, Chekhov’s Uncle Vanya, 
Galsworthy’s The Pigeon, The 
Emperor Jones, Kelly’s Craig’s Wife, Thur- 
ber and Nugent’s The Male Animal and 
Hellman’s The Little Fores. The collec- 
tors have provided brief introduction 
that will helpful the college fresh- 
men and sophomores for whom this collec- 
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Encyclopedia Vocational Guid-- 

ance the most comprehensive single 
volume published the occupational 
counseling field. the result the con- 
joint effort approximately three hundred 
eminent contributors. 

very handy reference for 
practitioners and students the 
field guidance. The various 
topics are succinctly and care- 
fully treated staff expert 
contributors ... Very helpful 
those seeking ready information 
the many and varied aspects 
the guidance area.” 

—Education 
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TEACHERS NEEDED—Elementary—Secondary—College. have officially listed, 
hundreds splendid positions. Why not investigate these through us? Our many 
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Write immediately. 
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INTRODUCTION AMERICAN PUBLIC EDUCATION. New 2nd Edition 


Education. 676 pages, $4.75. 
complete orientation American public education, the second edition this 
successful text modified give broader treatment the subject. All material 
has been brought completely date, and much new material has been added 
the role education American democracy, the role the United States 
International Education, new Congressional the G.I. Bill and many other 
topics current importance. 


THE TEACHING SECONDARY MATHEMATICS. New 2nd Edition 


Wren, George Peabody College for Teachers. McGraw-Hill Series 

Ready January. 
moderate revision very successful “methods” textbook, retaining the same 
organization the previous edition. Several sections have been considerably re- 
written integrate the essential parts the original text with discussion new 
developments-providing material the evolving program mathematics sec- 
schools, modern curricular considerations, and new and expanded reference 
lists. 


MEASURING EDUCATIONAL ACHIEVEMENT. 


Illinois. Series Education. 496 pages, $5.00. 


Covers considerable detail the uses, advantages and limitations various types 
tests and test items which can constructed the classroom and shop teacher, 


and presents specific, step-by-step procedures for constructing, evaluating, and im- 
proving them. 


LABORATORY TEACHING GENERAL AND PHYSICAL SCIENCE. 


and The Ohio State University. 501 pages, 
4.50. 

Planned give science teachers, prospective and in-service, assistance utilizing 
the laboratory and direct-experience approach. The book provides specific pro- 
cedures for student learning experiences, the equipment science laboratory, and 
the details hundreds projects, demonstrations, and individual laboratory ex- 
periences. 


Send for copies approval 
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